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EDITORIAL COMMENT 
Sustaining the Public Credit 


INCE it will be necessary in order 
| to carry out the lease-lend and de- 

fense programs to appeal to the 
public and the banks for large sums of 
money, it follows that the Government 
should neglect no means of sustaining 
the highest degree of faith in the na- 
tional credit. 

In the first place, there should be a 
closer scrutiny of non-defense outlays 
than either Congress or the Administra- 
tion seems thus far to have sufficiently 
recognized. 

And in the second place, existing stat- 
utes which render it possible further to 
devalue the dollar should be repealed. 
One purpose of cutting down the value 
of the dollar was to enable this country 
to keep its place in foreign trade, a 
position supposedly threatened by the 
depreciation of foreign currencies. By 
now it must be clearly seen that the 
United States cannot keep up in the race 
of depreciated foreign currency by the 
device of depreciating its own dollar. 

But, of course, the feature of cur- 
rency devaluation about which the in- 
vestor in public funds is most concerned 
relates to the kind of dollars in which 
securities are to be redeemed. Under 
existing law, the dollar may still be fur- 
ther devalued until it is only one-half 
the value existing before the policy of 
devaluation was begun. It is not here 
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intended to convey the idea that the 
Administration intends to make use of 
this authority further to cut down the 
dollar’s value. In fact, there is clear 
evidence that it has no such intention. 
But so long as this statute remains un- 
repealed it constitutes a drag on the 
public credit. Practically the same may 
be said of the authority to issue up to 
$3,000,000,000 in “greenbacks.”’ 

Nor is this all that can be said on 
the subject. At present our currency 
is irredeemable, except to a limited ex- 
tent. It would strengthen the public 
credit, and add to the confidence the 
people have in their government, if this 
defect in our currency were removed. 
And there is no sound reason whatever 
why it cannot be done. With our huge 
existing stock of gold, and the im- 
probability of an early foreign demand 
being made upon it, the United States 
could easily restore the coinage and cir- 
culation of gold, and provide for cur- 
rency redemption in that metal. 

These observations may be dismissed 
by some as pure theory only. Perhaps 
this is true at the present time, but we 
do not know that it will continue to be 
true in the troubled times through which 
the country inevitably must pass. At 
any rate, the existing laws mentioned 
have no valid reason for their retention 
on the statute-book. By wiping them 
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off no one would be substantially 
harmed, and an additional support 
would be given to the public credit. 
True enough, that support may not be 
greatly needed now, although it would 
be helpful even under present condi- 
tions. And as the months go by, with 
ever larger and larger calls for subscrip- 
tions to public securities, the desirability 
of removing every obstacle to the peo- 
ple’s faith in those securities and in 
the credit of the United States, will 
make itself felt. 


© 
PREMATURE PEACE PLANS 


HILE war still rages in several 

quarters of the world, ingenious 
souls occupy their spare moments in 
formulating plans for reconstructing the 
political complexion of society when 
the war ends. Although this is a harm- 
less and laudable enterprise, it is never- 
theless premature. And for the very 
sufficient reason that, at this time, we 
have no means of knowing ~vhat nations 
will remain at the conclusion of the 
conflict nor what their attitude may be 
toward these reconstruction plans. Nor 
do we know what materials will be left 
for making this new structure. Pre- 
sumably, some people will remain, nor 
—probably—will all products and ma- 
terials be destroyed. But what will be 
the disposition of these remaining peo- 
ple, and in just what volume and shape 
the products and materials will be can- 
not now be estimated. Until there can 
be a closer approximation to an under- 
standing of these elements in the peace 
problem, peace plans are lacking in 
reality. 

One of the commonest assumptions is 
that the end of the war will mark the 
finish of capitalism. This assumption 
may or may not prove true. But if the 
war destroys capitalism, it will be seen 
that capitalism, like Byron’s eagle, has 
furnished the fatal weapons, for capi- 
talism has, in this country, provided the 
gigantic industrial plants now being re- 
lied on to supply the implements of 
war. 

At some future time—and the sooner 





the better—attention must be given to 
an effort for finding some workable 
plan for a juster and more durable 
peace; and were peace imminent, which 
unhappily is not the case, it would not 
now be too early to begin the search. 
But it is apparent that, for an incal- 
culable period, the energies of this 
country and of other countries of like 
aims must be devoted to overcoming 
hostile forces whose acts and ideals 
these countries cannot tolerate. That is 
the issue now. Until it is settled, peace 
plans may well be held in abeyance. 
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A MODERN FINANCIAL PARADOX 
HAT public indebtedness may in- 


crease, deficits grow continually 
larger, while at the same time interest 
rates keep on declining and the price 
of public securities go to higher and 
higher levels, must be considered as a 
paradox of modern finance. In an in- 
teresting study by Melchior Palyi, Lec- 
turer of Economics at the University of 
Wisconsin, this is what has actually 
taken place. This study, entitled “How 
Long Can ‘Successful’ Deficit Financing 
Continue at Falling Interest Rates?” is 
published and distributed by the Econo- 
mists’ National Committee on Monetary 
Policy, New York. It is a reprint of 
an article entitled “Is Funny Money 
Likely to Last?” which appeared in 
American Business for December, 1940, 
and is reprinted by permission of the 
editor and author. 

Professor Palyi cites what has hap- 
pened in Germany, Italy, France and 
Japan in support of his thesis. While 
the financial condition of these countries 
was fairly good, the prices of their 
bonds were low and the rate of interest 
high, but as their financial situation 
grew worse, the prices of bonds rose 
and the interest rate declined. Facts 
are given in each case in support of this 
development. 

But it was not alone in the countries 
named that this paradoxical situation 
has arisen. On this point Professor 
Palyi says: 
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Needless to say that we are doing “bet- 
ter” than anybody else. When in the last 
war our national debt rose by some 16 
billion dollars, the interest rate went up 
roughly from 4 to 5 per cent. In those 
days managed finance had not been in- 
vented. Since 1929, we added to the debt 
25 billion dollars in direct obligations alone, 
with the miraculous result that the long- 
term yield declined from 4.26 per cent to 
less than 2.25 per cent—the record low in 
all known history. And when the Secre- 
tary of the Treasury announced the other 
day that the debt ceiling should be raised 
so as to extend the deficit by another 20 
billion dollars (in direct obligations alone), 
the market established new highs for the 
outstanding bonds. 


In the case of corporations or or- 
dinary business concerns, big debts and 
deficits are not usually favorable to 
high prices of their securities or to low 
interest rates on loans. There are, of 
course, corporations with big debts and 
correspondingly greater assets which 
qualify this conclusion. But even in 
their case, big deficits, existing over 
several years, would not be looked on 
with favor by investors. 

The really interesting 


feature to 


which Professor Palyi’s study points is 
that the accepted ideas about public 


finance must be revised to meet a 
changed situation. These, in common 
with many other orthodox tenets, must 
be displaced by what is happening in a 
somewhat topsy-turvey world. Of even 
greater interest is the question which 
the study raises: “How Long Can These 
Conditions Continue.” If, at some dis- 
tant day, nations may find that old- 
established principles of finance have a 
perverse way of reasserting themselves, 
and even at inconvenient times, the 
awakening may prove decidedly un- 
pleasant. 
© 


LESSENED BANK PROFITS 


ROM statistics recently made public 

by the Comptroller of the Currency, 
it appears that while the gross earnings 
of the national banks last year increased 
by some $16,330,000 over those of the 
preceding year, this gain was more than 
offset by the addition to operating ex- 
penses. The net profits for 1940, be- 
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fore dividends, was in fact $10,111,000 
below those of 1939. 

This experience of the national banks 
of earning more and having less is be- 
ing matched by that of many industrial 
corporations. An explanation is read- 
ily found in the history of both the 
banks and industrial concerns—higher 
wages and salaries and heayier taxation. 
How taxes are growing, and how heav- 
ily they press on net earnings, may be 
seen from the statement made by Wal- 
ter D. Fuller, president of the Curtis 
Publishing Company of Philadelphia. 
In his annual report to stockholders of 
the company Mr. Fuller said that “taxes 
in 1940 totaled $1,647,612, equal to 54 
per cent of net earnings available for 
dividends. The increase of taxes over 
1939 was 27.8 per cent.” 

This illustration is typical of what 
is happening to banks and other cor- 
porations, and it is certain that taxa- 
tion in 1941 will be higher than in 1940. 

Certain social reformers have pro- 
claimed the idea that corporations 
should be run for public service and 
not for profit. As taxation increases, 
the realization of this idea would seem 
to be approaching. 
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-THE CHANGING SCENE 
ROPHETS representing both the ex- 


tremes of hope and despair are pre- 
dicting great changes that must follow 
the end of the present war epoch. The 
hopeful would have us believe that by 
a process of evolution the world will 
gradually come to a period of economic 
peace and greatly improved human re- 
lations. The despondent prophets fore- 
see a revolution in practically all 
political and economic relations after 
the wars end. 

In the absence of more exact informa- 
tion, the prudent must hesitate in ac- 
cepting either of these forecasts. But 
one can hardly have escaped observing 
the fact that a revolutionary’ process is 
at work all the time, while the war con- 
tinues. And this change is taking place 
in the United States as well as else- 


1941 





where. How far it may go must de- 
pend upon circumstances as yet un- 
known. 

If these changes are merely evolu- 
tionary in character, they may go for- 
ward with little disturbance; if revolu- 
tionary, as some believe, they are likely 
to cause apprehension. And if the lat- 
ter is their true character, they may be 
permanent, since it has been well ob- 
served that revolutions do not go back- 
ward. 

Already the country is facing a chal- 
lenge to a fundamental economic law 
—the law of supply and demand. And 
rightly so, for not only must the sup- 
ply be shaped to meet defense needs, 
but for the same purpose demand must 
be controlled. We are also facing price 
control, necessary to ward off the dan- 
gers of inflation and to prevent profi- 
teering. In formulating a price policy, 
it should be noted that no small part of 
the problem is to ascertain and to check 
the causes which engender high prices 
and inflation. 

Whatever changes in political and 
economic world relations are impend- 


ing, they will not all be deferred until 


the war ends. Some of them have al- 
ready taken place, and others will 
follow irrespective of the war’s con- 
tinuance or speedy ending. 


J. RAYMOND DUFFIELD 


HERE passed away on April 9, Mr. 
J. Raymond Duffield, who entered 
the service of THE BANKERS MAGAzINE 
nearly fifty years earlier and who had 
been continually associated with the 
company over this long period. His 
service began in a modest capacity, but 
his industry and ability won successive 
promotion to the position of office 
manager and finally to that of treas- 
urer. Through long experience he 
gained a comprehensive knowledge of 
all of the company’s publishing activi- 
ties, and in the discharge of his duties 
he displayed industry, judgment and a 
high degree of loyalty and skill. 
Mr. Duffield was born in Washing- 
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ton, D. C. on July 31, 1875. His 
parents, Saunders Duffield and Salome 
Secor, were actors and theatre managers 
with headquarters in Baltimore. When 
he was three his father died and at the 
age of 15 it became necessary for him to 
seek employment, which he did with the 
printing department of THE BANKERS 
MacGazInE which was then located in 
New York City. 

In 1908 he married Louise Nestel. 
They had two children, Elizabeth, now 
Mrs. N. D. Geer of Hempstead, N. Y. 
and John, now a freshman at Williams 
College. Since 1922 he has made his 
home in Port Washington, N. Y. Be- 
side his two children and his widow, 
he is survived by three grandchildren. 

The passing of such an associate 
leaves among his co-workers a_ sense 
of deep personal loss. It may be truly 
said of him that, measured by his in- 
dustry and faithfulness to every duty, 
the record of his life gave to the world 
assurance of a man. 


BANK MONEY ORDERS 


THe United States Government is re- 
ported to be receiving annually better 
than 25 million dollars from the fees 
applicable to the sale of post office 
money orders. In this enterprise the 
Government is engaged in the long- 
standing banking practice of selling the 
transportation of funds. It would seem 
that the banks might increase their fees 
for this service if, in addition to drafts 
and cashier’s checks, bank money or- 
ders might be offered to the public. 
There are many persons who are active 
customers -of other departments of the 
banks who use post office money orders. 
These people doubtless would be glad 
to use bank money orders, especially if 
the banks would place them on sale at 
a schedule slightly under that charged 
by the Government. In doing this it 
would be necessary to conduct a con- 
tinuing advertising campaign. Here is 
a field for increased income which 
banks no longer should neglect.—The 
Kansas Banker, published by Kansas 
Bankers Association, Topeka, Kansas. 
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are our most exacting clients— 


and the most appreciative. 


We face the same problems; pro-- 
vide like services; speak the same 


language. 


We share with them the advan- 
tages of unexcelled facilities that 
have been developed out of mu- 
tual interests and a common 


understanding. 


THE 


PHILADELPHIA 
NATIONAL BANK 


ORGANIZED 1803 


PHILADELPHIA, PA. 


Capital, Surplus and Undivided Profits 
$44,000,000 


Member of Federal Deposit Insurance Corporation 
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The Problem of 


Security Ratings 


HEN industry and business be- 
came less and less local in or- 
ganization and ‘character, and 
more and more national and interna- 
tional, the problem of __ investors 
changed. Formerly, a man _ invested 
largely in enterprises known to him 
personally, located possibly just across 
the street, and whose management and 
progress could be kept under close sur- 
veillance. Today the investor is faced 
with the necessity of investing more and 
more in distant enterprises or in those 
whose situation is beyond the personal 
knowledge and observation of the in- 
vestor. 


© Underwood & Underwood 
DANIEL L. GRANT 


By Daniel L. Grant 


President, Grant & Atkins, Inc., and 
Director of Security Research, 
Lindsey Grant and Company, 
Inc., New York City 


Back, in the excitement of the first 
world war from 1914 to 1920, and in 
the excitement of our period of pros- 
perity, built largely upon the stimulus 
which came to us from Europe in the 
first world war, we overlooked a lot of 
underlying trends until the aftermath of 
the 20’s was upon us. But now we have 
the transition of the investor’s problem 
fairly well dramatized in the rapid 
growth of life insurance, trust funds, 
and bank deposits—all developing at 
rapid rate, accelerated since the depths 
of the depression. 

Coincident with the growth in the in- 
stitutions mentioned above, we have the 
rise of the investment trust, and the rise 
of investment counsel, all given to the 
one basic task of guiding the investment 
of, or of actually investing, a larger 
proportion of American savings on a 
fiduciary or professional basis. 

In other words, the small investor— 
and most of our wealth belongs to the 
small investor—has handed his problem 
of investments over to others. 


Fiduciary .Supervision 


Because that part of these investment 
funds which is left in banks involves 
not only an investment problem, but a 
money and credit problem as well, bank 
investing must be done under public 
supervision. Similarly, because much 


THE BANKERS MAGAZINE for May, 1941 





a ee ee ee ee ee ee 


of life insurance is for the benefit of 
others than the purchaser thereof, the 
investment of these funds must be done 
under public supervision. Similarly, 
because trust companies are the recipi- 
ents of funds from one to be invested 
for the benefit of another, these invest- 
ments have been under the supervision 
of public bodies. 

Thus, the public regulation of fidu- 
ciaries has become one of the compli- 
cated and challenging questions of this 
day. Public bodies were too little pre- 
pared for the responsibilities entailed. 
In its eagerness to escape from a re- 
newal of the fiasco of 1929 to 1932, 
public sentiment has gone to the ex- 
treme, and unusual restrictions have 
been set up which interfere with the 
normal exercise of caution and business 
judgment in the investment of the pub- 
lic’s funds. 

Because of the volume of work en- 
tained, all available devices and quick 
methods of solving the practical ques- 
tions of evaluating securities have been 
resorted to. Important among the de- 
vices has been the adoption, by certain 
public bodies regulating fiduciaries, of 
ratings, as carried on by the rating serv- 
ices, as the basis of determining invest- 
ment judgment and the proper discharg- 
ing of legal responsibility. 

It is doubtful that such a responsibil- 
ity was contemplated by the rating serv- 
ices when they offered their ratings to 
subscribers. It is questionable whether 
or not they welcome the responsibility 
—in fact, I have the assurance from one 
of them (I have not inquired of the 
others) that it deplores the imposition 
of this responsibility upon its ratings. 
The arbitrariness of the results that 
have come about has not been for the 
best interests of the issuers of securities. 
of investors, or of the rating services 
themselves. 


Rating Alternatives 


It seems clear that one of two things 
should be done: 
_1. Either the public regulatory bodies, 
either through statutes or the discretion- 
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ary authority placed upon administra- 
tive agencies, should themselves fix the 
standards for rating securities. 

2. Or, on the other hand, if the rat- 
ings provided by the commercial rating 
services are to be utilized, they should 
be used as a guide and not as an answer, 
and utilized in conjunction with more 
detailed studies and appraisals of secu- 
rities, and there should be discretion 
appropriate to the responsibility left in 
the hands of the user of these ratings to 
interpret them in the light of other data 
and in the light of the total investment 
situation or problem in a given account. 

As a point of departure in achieving 
this end, the ratings are a great con- 
venience and an aid. As a conclusive 
answer, to quickly solve and dispose of 
legal responsibility, they are being com- 
pelled to undertake a task for which 
they are not prepared and the public 
bodies adopting this technique of dis- 
charging a legal responsibility are in 
the long run going to create more prob- 
lems than they solve by this arbitrary 
and over-simplified method. 

A word of caution seems to be in 
order. In seeking escape from some of 
the inequities in the required use of 
existing security ratings, we should not 
hope for too much. Clearly, something 
should be done to eliminate the arbit- 
rary characteristics of certain legal lists 
and the arbitrary use of security ratings. 
On the other hand, it is to be doubted 
that any system of ratings can be created 
which warrants the blind faith in their 
use implied by having the untrained and 


In the accompanying article, 
Mr. Grant, well-known consult- 
ant on bank reserves and invest- 
ments, discusses the limitations 
and difficulties inherent in exist- 
ing security ratings, and sug- 
gests areas of possible improve- 
ment. 

Comment from readers on this 
subject will be welcomed by the 
author and by the editors of 
THE BANKERS MAGAZINE. 





‘‘Because of the volume of 
work entailed, all available de- 
vices and quick methods of 
solving the practical questions 
of evaluating securities have 
been resorted to. Important 
among the devices has been the 
adoption, by certain public 
bodies regulating fiduciaries, of 
ratings, as carried on by the 
rating services, as the basis of 
determining investment judg- 
ment and the proper discharg- 
ing of legal responsibility. 

‘It is doubtful that such re- 
sponsibility was contemplated by 
the rating services when they 
offered their ratings to subscrib- 
ers. It is questionable whether 
or not they welcome the respon- 
sibility. .. . The arbitrariness of 
the results that have come about 
has not been for the best inter- 
ests of the issuers of securities, 
of investors, or of the rating 
services themselves.’’ 


uninformed use quality tags as the basis 
of investment decisions. 


Existing Rating Weaknesses 


These limitations, however, should 
not close our eyes to the fact that there 
are large areas of improvement beyond 
the standards achieved by existing rat- 
ings. May we consider three or four 
of the more obvious weaknesses? 

In the first place, there is a fallacy 
in most of the existing ratings in that, 
in taking account of the mortgage or 
lien position of certain obligations, 
effort is made to place rank upon value 
which is realizable only in times of 
trouble. In other words, if all the 
obligations of a given issuer are to be 
protected, whether they be first mort- 
gage, second mortgage, or debentures, 
then there would be no point in giving 
different quality value to the ‘several 
issues or to buy any of the obligations 
of such issuer except those which give 
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the largest return for the purpose at 
hand. Quality differentiations among 
the several obligations of a given issuer 
are obviously not necessary so long as 
the issuer is protecting all his obliga- 
tions. In brief, this assumes that the 
first purpose in measuring the quality 
of a security is to determine the capac- 
ity of the issuer to protect all of his 
fixed obligations. When, however, the 
rater goes beyond this task and under- 
takes to ascribe different qualities of 
value to the different ranking issues of 
a given issuer, then the rater is under- 
taking to appraise the relative values in 
the problematical conditions of receiver- 
ship or other circumstances in which 
the issuer is unable to discharge all of 
its capital obligations. 


Fallacious Basis 


To say that there is an historical and 
legal basis for this effort to rank securi- 
ties as they will probably stand in the 
case of trouble is not to obviate the 
fallacy in undertaking such a task be- 
cause, in the nature of the case, it is not 
possible to predict the conditions under 
which trouble will be experienced, or 
the degree of the trouble. 


In any event, it seems to us that the 
historical background of this habit is 
simply this. When the issuer of a fixed 
obligation sold one obligation to one 
holder, there was some reality in the 
collateral or lien protection. For in- 
stance, if the owner of a single piece of 
real estate borrows money on the basis 
of his operating prospects from a single 
lender, there is no doubt but that there 
is some additional value in having the 
borrower undertake to deliver to the 
lender property in the event the bor- 
rower is unable to meet the interest 
payments or to discharge the capital 
obligation as agreed. In such a case, 
the holder of the mortgage or lien cari 
exercise his prerogatives in the event 
of trouble. When, however, we come 
to the consideration of large issues of 
corporate debt, where there are multi- 
tudinous holders (who change from day 
to day), we face a new situation. Fur- 
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ther, when one debtor creates several 
instruments of debt, in turn held by 
several creditors, the effectiveness of 
priorities and collateral has been seri- 
ously confused. In such case, the fail- 
ure of the borrower to discharge his 
obligations brings on confusion and 
panic among the many holders, un- 
known to each other and without effec- 
tive organization to protect their inter- 
ests. When, to this situation, is added 
the fact that most issuers of corporate 
debt are public bodies, or bodies sub- 
ject to regulatory commissions and the 
courts, we add a further impediment to 
the capacity of the lender to exercise his 
prerogatives under agreements provid- 
ing for collateral security in the event 
of the failure of the borrower to meet 
his obligations. The railroads and pub- 
lic utilities supply illustrations. 

In other words, the legal and his- 
torical background for the effort to as- 
sign value to the emergency character- 
istics of collateral provisions is of 
dubious practical value, and does not 
set up the foundation upon which one 
can competently rate the hazards of 
bankruptcy. Rather, with large issues 
and many holders and long terms of 
contract, we should be more concerned 
with the going-concern value of the en- 
terprise—its capacity to protect all of 
its obligations—than to be guessing at 
the problematical value of different in- 
denture provisions in the case of 
trouble. 


Other Difficulties 


A second difficulty about existing 
rating practices is that the rating is 
supposed to be a measure of quality 


but without respect of price. For in- 
stance, a given obligation may retain 
the same rating over a period of time 
in which its price lias fluctuated 25 or 
30 per cent, or even greater in con- 
spicuous cases. If a given obligation 
is ranked “XX” and its price is 118, or 
say a yield of 2.78 per cent, what is the 
rank of the same obligation, say, within 
a year and a half, when it is selling at 
a price of 88 for a yield of 4.25 per 
cent? The obvious fallacy of such a 


THE BANKERS MAGAZINE for May, 


plan of rating appears once the nature 
of the problem is recited. ; 

Another of the principal difficulties 
about existing ratings is that the defini- 
tions of rank are inexact, rule-cf-thumb 
measures. There are no clear-cut con- 
ceptions implied in a given rating which 
can be transmitted between those who 
create the ratings and those who use 
them. The inexact segments of rating 
rank may have exact connotations for 
the rater but they lack specific meaning 
to the user. A different scale of values 
is urgently needed. 


Numerical Rating Scale 


Some have undertaken to adopt a 
numerical scale and in doing so have, 
after the conceptions in the existing 
rating plans, dallied with the conception 
of 100 as the equivalent of a top-notch 
obligation. But, as a practical matter, 
what constitutes the standard quality of 
100? The perfect obligation is an im- 
practical matter as a business consid- 
eration. Some degree of risk—some 
departure from the perfect obligation— 
must be assumed in order to create an 
obligation which is a practical business 
matter. Furthermore, even if this hurdle 
can be solved, there is a further diffi- 


‘‘A word of caution seems to 
be in order. In seeking escape 
from some of the inequities in 
the required use of existing 
security ratings, we should not 
hope for too much. Clearly, 
something should be done to 
eliminate the arbitrary charac- 
teristics of certain legal lists and 
the arbitrary use of security 
ratings. On the other hand, it 
is to be doubted that any system 
of ratings can be created which 
warrants the blind faith in their 
use implied by having the un- 
trained and uninformed use 
quality tags as the basis of in- 
vestment decisions.’’ 





culty in setting the scale of values at 
the top obligation and running down- 
ward, inasmuch as the sensitive quality 
in this scale will be among the higher 
ranking obligations where minor dif- 
ferentiations are not of such great im- 
portance; and the area where most of 
the obligations to be rated fall will lack 
the sensitivity which will give it a ca- 
pacity to differentiate properly. Our 
feeling, based on our own experience, 
is that the rating scale should not only 
be a numerical one but that a bond or 
debenture of normal quality, at an as- 
sumed rate of return, be considered as 
100. Obligations of superior quality 
can be ranked upward as far as it is 
necessary to go, and similarly inferior 
obligations ranked downward. This 
scale is not only unlimited in its reach 
in both directions but is capable of 
minute differentiation at any point in 
the scale. 


Trend Indication Essential 


There is another matter of no less 
practical importance, and that is the 
necessity of a rating which will show 


the progressive changes in the position 
or trend of a given issue or issuer. The 
arlfitrary manner in which existing rat- 
ings are changed, usually long after a 
substantial change in value, is of small 


comfort to the investor. There is little 
point to locking the barn door after the 
horse has gone. If the rater is to sup- 
ply to the supervisor of investments 
answers in the form of ratings with 
which he can fully and confidently dis- 
charge his obligation to the owner of 
funds which he may invest, then it 
seems to me that, as a minimum neces- 
sity, the user of the ratings have an 
opportunity to see the progressive 
trends so that he may be warned of 
coming events. If there is a sound and 
consistent basis upon which ratings are 
created in the first instance, then it 
should be possible to show, with com- 
parative exactness, the deviation of the 
issue from a pre-existing rating which 
may have been ascribed. 

There are many other practical diffi- 


culties involved, but our purpose here 
is merely to suggest some of the areas 
in which new experience seems to us 
desirable in meeting the very pressing 
demand which exists for comparative 
security ratings. 
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SCHOOL SAVINGS IMPORTANT 


EnoucH banks have shown that school 
savings can be operated profitably to 
justify our earnest research and analysis 
and to justify the assumption that this 
is just another individual problem that 
deserves our earnest attention and an 
effort on our part to find a solution. 
We are not looking for new problems 
in banking today. We have plenty of 
them now that are thrust upon us. But 
we cannot solve a problem by circum- 
venting it and certainly we cannot solve 
a problem by avoiding it. I believe in 
school savings and all that it stands for. 
I feel that it is necessary that banks 
everywhere should determine definitely 
what it will cost their individual insti- 
tutions to adopt a school savings sys- 
tem, provided that some other banking 
institution in the community has not 
already undertaken this work. 

It is my earnest hope that bankers 
will endeavor to educate the public as 
to just what a bank is and what it is 
not; that they will tell the public in the 
language of the average person just how 
a bank operates. The public is gen- 
erally fair and reasonable. I think the 
public wants to be taken into our con- 
fidence to a great extent. I can think 
of no better way of reaching the average 
individual in the average community 
than through the boys and girls that 
are found in the typical American pub- 
lic school, private school, or parochial 
school. If we are building for the to- 
morrows and not entirely for the todays, 
I believe that this matter of school sav- 
ings will receive the attention which it 
deserves.—Edmund W. Thomas, presi- 
dent, First National Bank, Gettysburg, 
Pa., in a recent ABA Regional Confer- 
ence address. 
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THE CHASE 
NATIONAL BANK 


OF THE CITY OF NEW YORK 


Statement of Condition, March 31, 1941 


RESOURCES 


CASH AND DUE FROM BANKS ....... ~ © « «$1,557,500,958.47 


U. S. GOVERNMENT OBLIGATIONS, DIRECT AND FULLY 
GUARANTEED ol ie erent ee eee my a 


STATE AND MUNICIPAL SECURITIES . ......66e. 136,659,915.35 
Stock op Fenerat, Resenve BANK . .. 2.0. -< «© 0% » 6,016,200.00 
PESTER “RCUMETION <0 oe yen ele Slee! ow, ecole) ee 
Loans, DISCOUNTS AND BANKERS’ ACCEPTANCES . . . . 690,342,489.95 
POA. SIQUNES beg ok are? ow 8 a ee et, ee 38,664,688.04 
Cee SAG ENE cca 6 ee BREE BOR 7,344,765 .54 
Mor TGAGEs Oo .. Ole eG Aw oe eelhae duns. Stielad 10,583,526.54 
Customens’ ACCEPTANCE LIABITATY {2k oe ee 11,718,814.59 
ROP RIO eee PS. ean OES oS sce oem 12,397,595.99 








$3,890,245,379.02 


LIABILITIES 
CAPITAL FUNDs: : 
Caprran, STOCK §. .) «2.0 ‘© © «© 6 geUeetOueneD 
a Me 
UNDIVIDED PROFITS . . ... « + «+ 39,268,700.26 





$ 239,808,700.26 
RESERVE. FOR CONTINGENGIES:::..).60 60 6) eee woke Sos 11,206,788.47 
RESERVE FOR TAXES, INTEREST, ETC... . . 5 2 6 6 @ 1,557,367.97 
Darogsis ...: . eek ey wid eer 0: oc lee Daw tei ap se ee a 
ACCEPTANCES OUTSTANDING Papeete. \ hes 13,081,576.97 
LIABILITY AS ENDORSER ON ACCEPTANCES AND FOREIGN BILLS 262,133.65 
Crem Esaeesree cist ka a SE ae eee 6,799,155.52 


$3,890,245 ,379.02 


United States Government and other securities carried at $162,455,805.00 are pledged to 
secure public and trust deposits and for other purposes as required or permitted by law. 





Member Federal Deposit Insurance Corporation 
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Economic Effects 


HE United States and Canada are 
joined in the common cause of pro- 
tecting the integrity of the Western 
Hemisphere, in one way by aiding 
Great Britain to continue, with her own 
great resources of courage, strategy and 
industrial capacity, to resist any further 
encroachments of the totalitarian States 


upon the freedom of the possessions of 
the liberal world. 


It is desirable that the two North 
American allies understand each other’s 
martial programs. Canada has fol- 
lowed with the keenest interest the de- 
velopments which caused the United 
States to take its present stand in this 
titanic struggle, confident that no Ca- 
nadian or British propaganda was 
necessary to convince her neighbor that 
its destiny, too, was at stake. But this 
desire of Canada to avoid any action 
which might have the appearance of 
meddling in American affairs has had 
the effect of veiling her gigantic war 
effort from the people of the United 
States. It is the purpose of this article 
to reveal the accomplishments of this 
effort, without overlooking the errors 
which are inevitable in a swift transi- 
tion from peaceful pursuits. 

It is hoped that as fair a presentation 
of Canada’s part in this Armageddon 
can be made as has been given her of 
American armament preparations, which 
have had a wide press, supplemented by 
frequent radio announcements, all these 
affording the Canadian public a 


thorough knowledge of defense develop- 
ments in the United States. It is hoped, 
the great 


also, to portray clearly 
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Canada’s War Effort 
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changes, some of a structural nature, 
which the war has wrought in the Ca- 
nadian economic system, including the 
banking sector, for at least some of 
these changes are in prospect in the 
United States. 


Early Military Situation 


Probably no country was less pre- 
pared in a military sense for war than 
Canada in September, 1939. There was 
a standing army of less than 5,000, with 
a skeleton force of militia (correspond- 
ing to the American National Guard) 
in reserve, a few naval units of light 
vessels (none above the destroyer class) 
with a total complement of about 1,500 
men, and an air force so small that it 
could not have undertaken effective 
patrol duties over one coast line. The 
equipment for these forces was both 
limited and obsolete. 

Hastily reorganized defense depart- 
ments of the Dominion Government were 
able within a few months to provide for 
large additions to these slender forces, 
to provide some essential equipment— 
wearing apparel and side arms, for ex- 
ample—and late in 1939 to send the 
first contingents to England to complete 
their training and to be furnished with 
heavy armament, artillery and _ tanks, 
while arrangements were made to con- 
centrate the British Empire’s air train- 
ing program in Canada. By the end of 
1939 as much was being spent for arma- 
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ment in one month as had been dis- 
bursed in the most active peace year. 

Germany’s conquests in Europe dur- 
ing the following spring, however, shook 
Canada rudely out of the belief that 
she was protected against attack by the 
Maginot line and the British Navy. Then 
the decision was taken to make an “all- 
out” effort by introducing conscription 
for home defense, increasing the over- 
seas forces, accelerating the Empire air 
training program, providing for com- 
plete equipment for all the services 
through the establishment of a large 
number of new armament industries and 
the extension of existing plants, as well 
as furnishing Britain with a wide range 
of materiel. This decision involved a 
doubling of war appropriations, legisla- 
tive powers for conversion of industrial 
facilities from civilian to war purposes 
and the arbitration of labor disputes, 
which fortunately have been few in num- 
ber and of a mild type. 

The results of this greatly expanded 
program have fallen short of expecta- 
tions in some departments. Miscalcula- 
tions, frictions, errors and delays, all of 
which of course were to be expected in 
a country of non-militant character, 
have freely been admitted by the Gov- 
ernment. But the results, summarized 
as follows, are nonetheless impressive. 


Military Situation Today 


The military, air and naval forces on 
active service have grown to about 
250,000, of which 50,000 or more are, 
or have been, on duty in England’s 
front line, and in Gibraltar, Iceland, 
Newfoundland and the West Indies. 
Back of these active service forces are 
175,000 troops, airmen and sailors in 
training, subject to home defense call 
but also probably available, if the neces- 
sity arises, for combat duties anywhere. 
A fairly large proportion of this reserve 
force has undergone advanced training 
at over fifty military camps and ninety 
air schools, to which more than 40,000 
men are assigned, in addition to detach- 
ments from Australia, New Zealand and 
England. There are now, also, 180 
Canadian naval ‘vessels in commission, 
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more than ten times the number at the 
outbreak of war. As an interesting side 
light, and one that warms Canadian 
hearts, it might be noted that there is a 
quite liberal sprinkling of American 
volunteers in these forces, principally 
in the air service. 


Equipment Production 


There are still shortages of equip- 
ment—of planes, tanks and heavy artil- 
lery. But the rearmament program has 
so far been consummated to the extent 
that every day for many months several 
hundred transport vehicles, gun car- 
riages, ambulances and mobile kitchens 
and hospitals have been moving from 
Canadian automotive plants to all parts 
of the Empire; that the assembly of air- 
planes, with imported engines, propel- 
lers and certain instruments, has reached 
150 per month; and that a fairly large 
supply of automatic machine guns and 
trench mortars, great quantities of shells 
and small ammunition together with a 
wide range of chemicals, electrical 
apparatus and radio equipment are 
being produced in a number of the 150 
new armament industries started by 
Canadian and British authorities, at an 
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ultimate cost, with extensions to other 
plants, of $380,000,000. As these new 
industries are completed (over a third 
are now in operation and the balance 
are expected to be in production before 
the end of the year) field, naval, anti- 
aircraft and anti-tank guns, rifles, tanks 
and another fleet of naval vessels, to- 
gether with a number of cargo ships, 
will be available. Indeed, by mid-sum- 
mer Canada should be providing almost 
a complete line of war equipment, much 
of it from some of the largest armament 
works in the world, for armed forces 
which should increase to over 500,000 
men. 


War Appropriations 


The war appropriations necessary to 
implement Canada’s present war pro- 
gram are nearly double those of the 
past twelvemonth, $850,000,000. In 
addition to estimates passed by Parlia- 
ment of $1,450,000,000 for direct war 
expenditures in the next twelvemonth, 
a credit is to be allowed the United 
Kingdom of over $440,000,000 in the 
form of repatriation of British-owned 
Canadian securities, and accumulated 
sterling balances are to be added 
to this amount to meet British pur- 
chases from Canada, estimated at 
$1,500,000,000. 

The magnitude of Canada’s present 
war effort can perhaps best be gauged 
by putting it on a basis proportionate 
with the population and national income 
of the United States, not with the idea 
of drawing comparisons (the United 
States, as a non-belligerent, could not 
be expected to be comparably as far 
advanced at this stage as Canada) but 
with the purpose of translating the 
Canadian figures to an American scale. 
On this basis, the Canadian active 
service force of 250,000 would be the 
equivalent in the United States of over 
2,750,000. A proportionate war budget 
in the United States would mean appro- 
priations of more than $20,000,000,000 
per year. 


Industry and Agriculture 


The direction and emphasis of Ca- 
nadian economy has changed markedly 
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under war conditions. A productive 
system 75 per cent greater than that 
at the close of the war of 1914-18 has 
been strained to meet the requirements 
of this conflict and to handle near- 
record supplies of farm products. In- 
dustrial activity has increased by 50 
per cent since September, 1939, when it 
was .at a pre-war peak, but the greatest 
pressure in the past ten months has been 
on the heavy groups—steel, metallurgy, 
machinery, etc.—in which production 
has risen by over 40 per cent. Indeed, 
if the market for civilian goods, stocks 
of which have been plentiful, had not 
been broadened by the addition of about 
350,000 people to the country’s work- 
ing population in the last eighteen 
months (leaving relief rolls almost bar- 
ren of employables) the output of some 
non-war commodities would be less to- 
day than a year ago. The net effect of 
this war upon agriculture has been a 
slight decline in farm purchasing power, 
for a greatly strengthened demand for 
meats and dairy products has not com- 
pensated for a loss of wheat, tobacco 
and fruit markets abroad. Yet export 
trade, confined of course to fewer coun- 
tries than before the war, has risen to 
the highest level in the past decade and 
shows a merchandise balance over im- 
ports, although purchases from the 
United States have increased at a much 
more rapid rate (they are now averag- 
ing nearly $70,000,000 per month) than 
that of sales to the United States. Since 
the outbreak of hostilities almost 
$1,000,000,000 has been spent in 
Canada itself for war purposes, yet the 
flow of new private capital has been 
negligible asd stock market trading has 
dwindled to comparatively small pro- 
portions. The entire financial system 
has, however, displayed a welcome 
stability, one never previously experi- 
enced in war time. 


Banking Burdens 


This war has subjected Canadian 
banking to one of the most severe tests 
in its long career. As the major pri- 
vate financial force in the national econ- 
omy it was moved into the front rank 
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of Canada’s war services at the outbreak 
of hostilities and has since been called 
upon to perform some of the most im- 
portant duties in the monetary sector 
of this conflict. 


As is well known, Canadian banking 
weathered the Great Depression intact. 
Indeed, the economic reversal of the 
early 1930’s strengthened this financial 
system, as it did any organization which 
improved efficiency and lower costs 
helped to survive, but apart from this 
factor the position of the banks reflected 
the progressive general economic con- 
ditions which prevailed almost steadily 
in Canada for five out of the six pre- 
war years. Moreover, the years in which 
statesmanship was exerted in efforts to 
avert an armed clash with Germany 
provided ample time for these institu- 
tions to take precautions against the 
effects of war. The banks, therefore, 
were well prepared for any disturbances 
and extra responsibilities which might 
result from hostilities. 


The first extra burden of war time 
to be assumed by the banks was the 
major front line operation of the for- 
eign exchange control measures adopted, 
with but little advance notice, in mid- 
September, 1939. The official organiza- 
tion set up in Ottawa to direct exchange 
control was a very small one, and it 
was left pretty much to the commercial 
banks, as authorized agents for dealings 
with the public, to operate this compli- 
cated machinery without crippling le- 
gitimate foreign trade. The official 
agency was soon adequately staffed and 
has since worked smoothly, but bankers 
upon whom were thrust the first respon- 
sibilities of interpreting the exchange 
regulations and deciding upon the eli- 
gibility of foreign trade transactions 
will long regard their experiences in 
the initial stages of the control as among 
the most exciting and arduous of their 
financial lives. Even now the biggest 
share of the intricate and heavy work 
involved in clearing foreign trade 
transactions falls upon the banks, and 
they derive the smallest share of the 
commissions fixed by the Foreign Ex- 
change Control Board, one-eighth of the 
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1 per cent spread between the buying 
and selling rates for American dollars, 
for example. 


Bank War Financing 


The Dominion Government’s first war 
financing, in October, 1939, was under- 
taken by the banks, who bought $200,- 
000,000 of the Government’s short-term 
notes. A few months later these notes 
were liquidated by the flotation of the 
first public War Loan, of $250,000,000, 
an operation which required consider- 
able organization and salesmanship on 
the part of the banks’ bond departments 
and the 3,400 branches throughout 
Canada. Even greater efforts were put 
forth by the banks when the Govern- 
ment’s Second War Loan, of $350,000,- 
000, was offered in September last. It 
should be noted that these banking serv- 
ices, as well as those utilized for the 
sale of War Savings Stamps and Cer- 
tificates, were necessary for the prompt 
execution of the Government’s war 
financial program, for no other system 
in Canada could have placed such com- 
plete facilities at the Goverpment’s dis- 
posal. Late in 1940 arrangements were 
made for the banks to provide the Gov- 
ernment with another short-term credit, 
one of $250,000,000 for one and a half 
years. 

The services of the banks in facilitat- 
ing the sale of War Loan bonds to the 
public should be considered in the light 
of the general investment market condi- 
tions prevailing for several years before 
this war. In Canada, as in the United 
States, a cheap money policy and con- 
sequent pressing down of interest rates 
created an “institutional” government 
bond market and greatly reduced the 
number of small investors. Under war 
conditions these people have to be 
drawn back to the investment market, 
for their savings are required for con- 
version into War Loan issues, and none 
is better qualified for this essential serv- 
ice than a Canadian bank with branches 
throughout the country. It should also 
be noted that this conversion leads to 
great shifts in the ownership of bank 
deposits. War Loan subscriptions taken 
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Ficvure | 


CLASSIFICATION OF LOANS OF THE CHARTERED BANKS OF CANADA 
OCTOBER 31, 1940 
(millions of dollars) 
1940 1939 
$14.6 $18.5 
99.6 112.2 


Provincial governments 
Municipal governments and school districts 
Agriculture: 
raisers 
(a) Farmers’ loans, cattle loans, fruit 
(b) Loans to grain dealers, grain ex- 
porters and seed merchants 


$53.2 


235.9 
Financial: 

(a) Call loans and other accommodation 

to brokers and bond dealers 

(b) Loans to trust, loan, mortgage, in- 
vestment and insurance companies 
and other financial institutions .... 
Loans to individuals against ap- 
proved stocks and bonds not other- 
wise classified 


(c) 
207.3 


Merchandising, wholesale and retail 

Manufacturers of and dealers in lumber, 
pulpwood and products thereof 

Other manufacturing of all descriptions. . 

Mining 

Fishing, including loans to packers and 

curers of fish 

utilities, including transportation 

companies 

Loans to contractors and others for build- 
ing and construction purposes .... 

Loans to churches, parishes, hospitals and 
charitable, religious and educational 


139.1 


45.7 
198.0 


aed 
o.4 


13 
Public 


institutions 
Other loans 


up with public savings are mainly those 
of thrifty people, many well on in years 
and resident in rural districts where 
there is little, if any, war work. As these 
funds are disbursed by the Government, 
however, the greater part naturally find 
their way to the centers of war work, 
mainly the major industrial areas, and 
a large proportion goes to young wage 
earners who, as a class, have not the 
thrifty habits of the older generation. 
In this process the turnover of money 
is increased and the propensity to save 
is lessened, while the flow of deposit 
money to commercial accounts is ac- 
centuated. These shifts have become 
quite noticeable in Canada. 

In addition to the heavy volume of 
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$3.3 


$1,143.5 


work resulting from governmental 
finance and exchange transactions, the 
banks have handled a much greater 
commercial business. General economic 
activity has increased by about 25 per 
cent, and as the greater part of all busi- 
ness is funnelled through the banks their 
work in this department has naturally 
increased in about the same degree as 
has economic activity itself. 

No hard and fast credit rules have 
been formulated for, or by, the commer- 
cial banks. The Dominion Government’s 
policy to prevent, or at least restrain, 
inflationary elements has been observed, 
in one way by discouraging the ten- 
dency to increase commodity inventories 
beyond necessary levels in order to es- 
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cape sharp price increases which are 
usually associated with war conditions. 
In other words, borrowing for com- 
modity speculation has been repressed. 
But the upturn in industrial activity, 
the uncertainty of regular deliveries of 
materials, particularly those of foreign 
origin, and a rise in the wholesale price 
level of about 14 per cent have caused 
a stronger demand for bank credit. The 
influence of these factors will be seen 
in that section of the accompanying 
classification (see Figure I) of credit 
which shows a marked rise in loans to 
industry in the twelvemonth ending Oc- 
tober last. (This classification, unique 
in banking records, is the outgrowth of 
a presentation some years ago by one 
institution, The Canadian Bank of Com- 
merce, as an answer to critics of banks 
who claimed that credit was not avail- 
able to all classes of people. The classi- 
fication is now a regular composite rec- 
ord for all Canadian banks, each sub- 
mitting its own figures annually to the 
Dominion Government.) The classifica- 
tion also portrays other changes in 
Canadian economy. Thus, declines in 
loans to governmental bodies reflect im- 
proved tax payments and the downturn 
in the financial section the depression in 
the stock market, while the smaller ac- 
commodation to churches, etc., may 
have been due to fuller collection plates 
and the greater ability of the public 
to obtain hospitalization and education. 
The expansion of loans to agriculture is 
accounted for by the heavy grain crops 
harvested in 1940, and that in advances 
to contractors by the largest national 
building program in ten years. “Other 
Loans,” which include Personal Loans, 
indicate that no restrictions were placed 
upon individual borrowing, although 
the war naturally meant that applica- 
tions from young men subject to mili- 
tary service be more carefully consid- 
ered than in peace time. 

The “all-out” war effort which Canada 
has undertaken in the past year is, per- 
haps, no more than her duty to herself 
and to her Allies. But she is proving 
herself capable of a task which she will- 
ingly assumed, and one that few could 
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have visualized as practicable in Sep- 
tember, 1939. It is also an effort that 
shortly will make Canada a formidable 
military power, able to put up a strong 
defense of her own, and worthy of the 
good democratic company she is privi- 
leged to enjoy, including that of the 
United States. 
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INFLATION CONTROL 


THE experience of the past indicates 
that governments do not default on their 
debts to their own people. Huge debts 
are usually paid by inflation. That is, 
by expansion of the volume of money 
to a point where the whole price level 
rises and debts thus become a smaller 
proportion of the national wealth and 
income. The change that we face is 
much more likely to be inflation than 
going broke. 

While some inflation is to be ex- 
pected, it need not be uncontrolled. The 
danger must not be ignored or under- 
estimated, but if methods can be de- 
vised for intelligent, genuinely co- 
operative action by government, busi- 
ness, labor and finance, there is real 
possibility of effective conrtol—W. Ran- 
dolph Burgess, vice chairman of the 
board, National City Bank of New York, 
in a-recent ABA Regional Conference 
address. 
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THE war has already disrupted the 
world markets and, regardless of its 
outcome, competition will be keener 


than ever before. The foundation must 
now be laid for the trying times ahead. 
This program may involve mutual tariff 
concessions on non-competitive products 
and means for disposing of surpluses. 
Loans are artificial and only temporary 
expedients unless devoted to productive 
use. Moreover, we should make special 
efforts to cultivate mutual understand- 
ing and good will which are the bases 
upon which lasting trade is built. The 
work now being done along this line 
is promising and should be extended.— 
New England Letter, The First National 
Bank of Boston, Mass. 





The Federal Reserve’s 


Monetary Control Plan 


(Part II) 


HE recommendations made to Con- 

gress by the Federal Reserve 

authorities are specific as to the 
desired objectives, but all the problems 
and proposals set forth in the report 
are not accompanied by suggestions as 
to how such objectives may be attained. 
In other words, some of the proposals 
are accompanied by requests for specific 
powers which would establish control 
over some, or most, of the problems in 
the money and credit structure at the 
present time. Other proposals, how- 
ever, are just statements in recognition 


In the accompanying article, 
the authors continue their an- 
alysis of the Federal Reserve 
authorities’ recent proposals for 
additional monetary’ control 
started last month in THE 
BANKERS MAGAZINE. 

In the June issue, the third 
article in this series will deal 
with the significance of the re- 
peal of the powers of the Treas- 
ury and the President over the 
money market, insulation of the 
credit structure from future 
gold imports, deficit financing 
through sales of bonds to indi- 
viduals and corporations rather 
than to the banks, etc. 


By Gusried Freund and 
Harold Dewey 


of some of the monetary and fiscal 
problems which may confront this coun- 
try at some future time. 


Reserve Powers Desired 


As of January, 1941, reserve balances 
of all member banks totaled $14,339,- 
000,000, of which $7,508,000,000 con- 
stituted required reserves, and $6,832,- 
000,000 excess reserves. As a result of 
this high level of excess reserves, de- 
posits of these banks could be increased 
by approximately $40,992,000,000, on 
the basis of the present level of reserve 
requirements. The Federal Reserve 
authorities recognize the dangers in- 
herent in such possible expansion of 
purchasing power, especially at a time 
when business activity is already at a 
record level, and the economy of this 
nation is being transformed from a 
“peace time” to a “war time” economy, 
bringing with it a sharp increase in 
purchasing power as a result of in- 
creased employment and large scale 
governmental borrowing. Inasmuch as 
a sharp increase in purchasing power 
at such a time might tend to bring about 
a general rise in the price level, the 
authorities propose to assume full con- 
trol over the expansion of bank deposits 
(the major source of purchasing power 
today) by obtaining additional power 
to vary the reserve requirements of the 
member banks, the key to credit ex- 
pansion in this country. 
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FIGURE I 


PERCENTAGE OF RESERVES REQUIRED AGAINST DEPOSITS 


Prior 
to Banking 
Act of 1935 
Demand Time 
Central Reserve cities 13 3 
Reserve cities 3 
Country banks 3 


The institution of the new level of 
reserve requirements proposed would 
constitute one of the strongest instru- 
ments of quantitative credit control ever 
vested in any body in the United States. 
The new range of required reserves 
would vary from two to four times the 
level of reserve requirements in exist- 
ence prior to August 15, 1936, and 
compare with the previous and present 
requirements as shown in Figure I. 

On the basis of their reserve position 
in January, 1941, the member banks 


would be left with $5,708,000,000 of 
excess reserves if requirements were 
raised to the proposed statutory mini- 
mum, and a deficiency of $2,923,000,000 
of required reserves if requirements 
were raised to the new statutory maxi- 


mum. The tabulation in Figure II in- 
dicates the effects of both such steps on 
the reserve balances of member banks. 

In the light of the experience in 1937, 
when the Board of Governors raised 
reserve requirements, it is quite likely 
that even if the newly proposed statu- 
tory maximum level were not put into 
effect, member banks in the country 
would sell Government securities on a 
large scale despite the fact that there 
might not be any reserve deficiencies. 
Such heavy sales of Government obliga- 
tions would tend to depress bond prices 
despite the fact that the Federal Reserve 
Banks on the basis of $12,290,000,000 
of “free” gold certificates, over and 
above the amount required to be held 
as reserve agaifist Federal Reserve notes 


and deposits, could buy $35,114,000,000 
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Under Banking 
Act of 1935 
Demand Time Demand Time 
13-26 
10-20 
7-14 


Range Under 
Proposal 
Demand Time 


26-52 6-12 
20-40 6-12 
14-28 6-12 


Present Level 


3-6 
3-6 
3-6 


923 
way 


174 


12 


of Government obligations in the open 
market. 


It can readily be seen, therefore, that 
such power must be used with the great- 
est caution since it might result in a 
disorderly Government bond market, 
and increase the Government’s cost of 
borrowing at a time when large scale 
refunding and new financing are neces- 
sary. 

In addition, on the basis of the pro- 
posed maximum requirements the New 
York banks would be the hardest hit of 
all since they would not only be de- 
ficient in required reserves by an 
amount equal to $1,167,000,000, but 
they would also be faced with the likeli- 
hood of the withdrawal of interbank 
balances to the extent of the $401,- 
000,000 by the country banks, in order 
that the latter might meet the maximum 
level of reserve requirements. 


Non-Member Reserves 


The possibility that non-member com- 
mercial banks would be required to 
maintain reserves at the Federal Re- 
serve Banks against their demand and 
time deposits would lead to a still 
further reduction in inter-bank balances, 
further aggravating the reserve position 
of the central reserve and reserve city 
banks. 

On the basis of the figures published 
in the annual report of the Federal De- 
posit Insurance Corporation for the 
year ending December 31, 1939, the 
non-member insured commercial banks 
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FIGURE II 


RESERVE POSITION OF MEMBER BANKS, JANUARY, 1941 


(averages of daily figures in millions of dollars) 


All 


Reserve 


Member Central Reserve City Banks City Country 


Classes of Banks Banks New York Chicago Banks Banks 


Net demand deposits.. $35,565 $1 
Time deposits ‘5 12,331 
Reserves held with Fed- 

eral Reserve Banks... 14,339 


Reserves required to be 
held against demand 
and time deposits un- 
der: 


(a) Present level of 
reserve requirement 7,508 


(b) Proposed statu- 
tory minimum .... 8,631 
(c) Proposed statu- 
tory maximum .... 17,262 


Excess or deficiency 
(—) of reserve under 


above: 


(—) 


would probably sell securities or draw 
on their inter-bank balances to the ex- 
tent of $673,381,000 if they had to con- 
form to the conditions of the new pro- 
posal. This figure is based upon the 
assumption that the reserve requirements 
for such banks will average 20 per cent 
against their demand deposits, and is 
arrived at in the manner shown in 
Figure III. 

Since the non-member insured com- 
mercial banks had demand _ balances 
with banks in the United States (except 
private banks and American branches 
of foreign banks) amounting to $1,768,- 
656,000 it can readily be seen that they 
can easily draw on this balance to 
supply their required reserves. These 
figures do not give an exact picture as 
to the locales from which the necessary 
funds will be withdrawn because it is 
entirely possible that funds will not be 


5,777 $2,832 $11,322 $5,634 
$22 509 4,864 6,137 


7,135 1,051 4,240 1,913 


3,505 
2,984 
1,167 


withdrawn solely from member banks 
in central reserve and reserve cities, and 
that “due to other banks” item of such 
non-member insured commercial banks 
will also be affected. Therefore, assum- 
ing that the $109,024,000 “due to do- 
mestic banks” by the non-member in- 
stitutions were drawn down, there still 
will remain a net of $1,659,632,000 of 
“due from other banks” which will be 
more than sufficient to meet the required 
reserve position of such banks. 


Aside from the above mentioned 
effects, the institution of such a meas- 
ure could be a step by the Federal Re- 
serve authorities toward the attainment 
of complete quantitative control over 
the money market. Although the abil- 
ity to regulate required reserve bal- 
ances of all commercial banks would 
tend to restrict such banking institu- 
tions from undue extension of credit, 
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FIGURE III 


FIGURES FOR OPERATING INSURED COMMERCIAL BANKS NOT 
MEMBERS OF THE FEDERAL RESERVE SYSTEM* 


as of December 31, 1939 
(000’s of dollars) 


Demand deposits $3,351,514 


3,384,683 


6,736,197 


Time deposits 


Reserve requirement against demand deposits at 20 per cent reserve 

Patio .... 670,302,800 
169,234,150 
839,536,950 


Reserve requirements against time deposits at 5 per cent ratio 
Total reserves required against time and demand deposits. . 


Less amount held by non-member banks at Federal Reserve in the 


Non-Member clearing account 166,156,000** 


Net amount which non-member banks would be required to transfer ; 
to Federal Reserve Banks under proposed requirements 673,380,950 


* Annual Report of FDIC for year ending December 31, 1939. 
** Board of Governor’s Annual Report—1939. 


the necessity of such action by the 
Federal authorities lacks weight in view 
of the step recently taken by the New 
York State Superintendent of Banking. 
Effective on March 1, 1941, the reserve 
requirements on aggregate demand de- 
posits of all state banks, trust com- 
panies, private banks, and _ industrial 
banks in Manhattan and in Buffalo, 
not members of the Federal Reserve 
System, were increased by 4°4, and 3.6 
per cent respectively. All non-member 
banks were required to maintain 5 per 
cent reserves against time deposits. 
This step, taken at a time when danger 
of price inflation from monetary and 
credit sources exists, indicates that for 
the most part the states are aware of 
and adequately able to cope with the 
necessity of supervising the excess 
funds of their non-member commercial 
banks. For example, in New York 
State, at the present time, reserve re- 
quirements of non-member banks are 
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approximately equal to those of the 
member banks of the Federal Reserve 
System. 


© 


OBVIOUSLY, much of our prosperity to- 
day is synthetic and artificial; very 
much of it is a result of the war in 


Europe and Asia. I need not point out 
that money spent on armament does 
not create wealth. It merely enhances 
the misery and poverty of human exist- 
ence and must be paid for eventually in 
sweat and toil. Though there will be 
no hesitance or reluctance on the part 
of any responsible people to put our 
defenses on the highest plane, we should 
not fail to remember the evil conse- 
quences of the silk-shirt era of the past 
war and guard against a recurrence of 
the extravagances of that period.—L. M. 
Giannini, President, Bank of America, 
N. T. & S. A., in his recent annual re- 
port to stockholders. 

























The San Francisco 





A.I.B. Convention 


HEN San Francisco throws open 

her gates to conventioneers, she 

does so with an enthusiasm that 
reflects the inherent hospitality of her 
people. In this metropolis by the 
Golden Gate you discover at once a 
genuine Western friendliness in a cos- 
mopelitan atmosphere both stimulating 
and challenging. 

And whenever the guests are bankers, 
this hospitality is of a special character, 
for San Francisco is the financial center 
of the West, with some seventy-five 
financial instiutions, many of which 
have poured capital not only into the 
development of the Bay Region but of 
the entire West as well. 


Here, then, you have a surging, color- 
ful city that, because of financial leader- 
ship and the character of the people 
themselves, is virtually a “Shangri-La” 
for the American Institute of Banking 
convention in June. 

Months ago, members of San Fran- 
cisco Chapter completed plans for en- 
tertainment, with the result that today 
final arrangements have been made for 
every feature of this important phase of 
the convention. 

In the five days from June 2 through 
June 6, delegates will find ample time 
to relax between the regular business 
and educational sessions, to come to 
know not only the City by the Golden 
Gate but to visit many of the points of 
interest throughout the Bay Region. 

Here is the program—so varied and 
so packed with attractions, ranging from 
a barbecue and rodeo at a ranch in the 
Livermore Hills to the Grand Ball at 
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By C. Wesley Baker 


Chairman, 1941 A. I. B. Convention Pub- 
licity Committee; The San Francisco 
Bank, San Francisco, California. 


convention headquarters, that it is cer- 
tain to appeal to every delegate. 


Sight-Seeing Tour 


Because San Francisco has an excit- 
ing charm equaled by few cities in the 
world, every visitor immediately de- 
velops an exploratory mood that is not 
satisfied until he has poked around 
Chinatown, ridden the clanging cable 
cars up and down the steep hills, visited 
the Coit Tower and done the scores of 
other things his fancy wills. But no 
matter how individualistic he may be, 
his practical sense calls early for a 
sight-seeing tour so that he may orient 
himself. 

On the opening day, Monday, June 2, 
two such tours will be made. One is 
for camera fans and the special bus will 
leave convention headquarters at 12:15 
for a tour that will last until 4:30. The 
other, which begins at 1:30 and ends 
at 4:30 also, is for those delegates who 
have left their photographic equipment 
at home. 

If you take this trip, in those three 
hours you will see every major point 
of interest in San Francisco. You will 
go through Chinatown, largest Chinese 
community in the United States, where 
the customs of the Orient have been 
passed down from generation to genera- 
tion, where there are enticing bazaars 
on every side and where you will find 


THE BANKERS MAGAZINE for May, 1941 





countless things to interest you and 
pique your curiosity. 

You will visit the artists’ quarter at 
the north end of Montgomery street and 
atop Telegraph Hill. You will see the 
Italian, Russian, French and other for- 
eign colonies that lie in the northeast- 
ern section of the city. You will visit 
Fishermen’s Wharf, picturesque and 
colorful to you—intensely practical to 
the hundreds of persons to whom fish- 
ing means a livelihood. 

From there you will drive along the 
beautiful residential section known as 
the Marina, will pass Yacht Harbor. 
then will enter the Presidio, the United 
States military reservation founded by 
the Spanish in 1775 and today one of 
the most important posts on the Pacific 
Coast. 

As you wind up one of the Presidio 
hills, you will obtain a spectacular view 
of the Golden Gate bridge, longest sus- 
pension span in the world. After pass- 
ing the “Gate” you will come to the 
Palace of the Legion of Honor, then in 
a few minutes will be driving along the 
Esplanade, the broad highway that bor- 
ders the Pacific at the western tip of 
San Francisco. 

Returning from the beach, you will 
go through beautiful Golden Gate Park, 
thence to the top of Twin Peaks. From 
there you will look out over the city, 
will see Francisco Bay—one of the 
world’s greatest natural harbors—the 
two mighty bridges, the city of Oakland 
stretching out for miles at the base of 
the East Bay hills and the purple of dis- 
tant mountains. 

Your final stop before you pull up in 
front of the hotel will be at Mission 
Dolores, the history of which goes back 
to 1776, when it was founded by the 
Franciscan Fathers. 

In the evening, after a leisurely din- 
ner and at the conclusion of the Public 
Speaking Contest, you can attend the 
first of four informal dances that will 
be given during the convention. 


Women’s Party 


On Tuesday, the second day of the 
convention the women of San Francisco 
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Chapter will give a Non-Delegate 
Women’s Party at an historic and fash- 
ionable hotel on Nob Hill—The Fair- 
mont, named after James G. Fair, one 
of the four Bonanza Kings who made 
their fortunes from the fabulous Com- 
stock Lode in the early seventies. Dur- 
ing this tea and fashion show, the 
women will see gowns from every smart 
shop in San Francisco, many of which 
will have been created especially for the 
convention. 

In the evening, after the Debating 
Contest, the second of the informal 
dances will be held in two of the ball- 
rooms of the convention headquarters 
hotel. 


Rodeo 


When an Easterner hears “rodeo” he 
often thinks of Texas, Wyoming and 
other states in the great cattle sections 
of the country. Yet rodeos in California 
are held every year in all parts of the 
state and, moreover, attract some of the 
country’s outstanding cowboy stars. 

One of the highlights of the enter- 
tainment program will be the champion- 
ship rodeo given for A. I. B. members 
on Wednesday, June 4—marking the 
first time that a rodeo of such calibre 
has been held for a private gathering. 

A few minutes after you have ob- 
tained your seat on one of the buses 
that will leave from convention head- 
quarters at 1:30, you will be rolling 
across the famous San Francisco-Oak- 
land Bay Bridge, and will be on your 
way to the Rowell Ranch, situated in 
one of the valleys in the Dublin Canyon 
section. After crossing the bridge, you 
will pass through Oakland, then will 
go up into the soft, rolling foothills 
that rise gradually from the eastern 
shore of San Francisco Bay. 

When you arrive at the Rowell Ranch, 
you will find yourself in a natural 
amphitheatre formed by the Livermore 
Hills. 

For the next two hours you will see 
an action-packed western show featur- 
ing skilled cowboys and stunt men who 
will master bucking broncos and 
Brahma bulls, daring riders who will 
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Looking down California Street hill 

in San Francisco, with typical cable 

cars in foreground and a section of 
the bay bridge in background. 


perform startling feats of horsemanship 
and an internationally famous rodeo 
clown. ‘ 

There will be five events with ten 
riders competing in each. To the win- 
ners will go credits which can be ap- 
plied toward the national champion- 
ship. 

After the show your driver will take 
you—by way of historic San Ramon 
Valley—to the Hotel Claremont in 
Berkeley, the university city adjoining 
Oakland. Here an informal dinner 
dance will be held starting at 8 p. m. 
Special entertainment will be presented 
throughout the evening and dancing 
will continue until 1 a. m. 

As a convenience for those who may 
wish to return to San Francisco before 
the end of the evening, convention buses 
will leave the hotel every fifteen or 
twenty minutes, commencing at 10:30. 


Second Women’s Party 


The Convention Women’s Committee 
will give another Non-Delegate Women’s 
Party on Thursday, the fourth day of 
the convention. Buses will leave con- 
vention headquarters at 12:30 for a 
luncheon and bridge party at the St. 
Francis Yacht Club. 


396 


The last of the informal dances will 
be held in the Colonial and _ Italian 
Ballrooms at the convention hotel after 
the caucuses in the evening. 


Free Day 
During Friday, you will be, for the 


most part, “on your own.” There will 
be informal walking-shopping tours for 
the women and some of the more con- 
vivial men will probably make an off- 
the-record inspection of spots they 
missed during the opening days of the 
convention, while many members, men 
and women alike, will take trips to 
some of the points of interest that lie 
outside the city itself: The University 
of California at Berkeley, Stanford Uni- 
versity at Palo Alto, Santa Clara Valley, 
Santa Cruz, Muir Woods in “Marvelous 
Marin” and others. 

The spectacular climax of the con- 
vention will be the Grand Ball at the 
convention hotel. Here you will see 
all of your new-found friends, will try 
to forget that tomorrow you must leave 
one of the most hospitable cities in the 
world and will, as the evening slips by, 
agree with your fellow members that 
San Francisco will always be a part of 
pleasant memories. 


Business Session Highlights 


Highlights of the business sessions of 
the convention include an opportunity 
to hear P. D. Houston, president of the 
American Bankers Association; Dr. 
Robert G. Sproul, president of the Uni- 
versity of California; Dr. Harold 
Stonier, executive manager of the 
American Bankers Association; and 
Dr. William A. Irwin, national educa- 
tional director of the A. I. B., all of 
whom will address the opening session. 
In addition, Robert Strickland, presi- 
dent of the Trust Company of Georgia, 
Atlanta, Georgia, will speak at the final 
business session. 

Departmental and institute confer- 
ences will be held throughout the con- 
vention. Subjects to be considered in 
the departmental conferences include: 
bank operations, credits, savings bank- 
ing, trust business, bank management, 
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San Francisco in 1855, from a contemporary lithograph by M. Knoedler, repro- 
duced by permission of The Book Club of California through courtesy of Wells 


Fargo Bank & Union Trust Co. 


Population of the city at this time was 60,000. 


Ten years earlier, in 1845, prior to the discovery of gold in California, the 
population was 200. 


business development and advertising, 
and investments and investment bank- 
ing. Panel discussions will be held on 
each of these subjects. 

The institute conferences will feature 
individual addresses on banking educa- 
tion, public relations, public speaking, 
debating, chapter administration, and 
chapter publicity, and there will be a 
special women’s conference. Caucuses 
for the annual election of officers and 
executive council members of the In- 
stitute will be held Thursday evening, 


June 5. 
San Francisco History 


When you finally leave the “City by 
the Golden Gate” and scan her impres- 
sive skyline for what may be the last 
time in several years, you may find it 
difficult to realize that San Francisco, 
less than a hundred years ago, was a 
series of barren hills. 

The city, of course, sprang into being 
when the cry of “GOLD” echoed and re- 
echoed throughout the world after the 
chance discovery of the,yellow metal in 
1848 on the vast ,holdings of Captain 
John Sutter ahout 125 miles northeast 
of what was then a sleepy community 
of a few hundred Spaniards and Mexi- 
cans. 

As the Argonauts swarmed westward, 
the quiet village became a_ rowdy, 
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bustling, sprawling boom-town where 
scarcity of food and shelter brought 
about fantastic prices. Eggs sold for 
one dollar each; flour, one hundred dol- 
lars a barrel. A bare room in a base- 
ment rented for six to ten—even twenty 
—dollars a night. Fortunes were made 
and lost in a few hours—a man you 
met at noon might measure his wealth 
in millions; by nightfall he might be 
penniless. 

Throughout the Fifties prospectors 
continued to pour into California, yet 
after the first few months of the gold 
rush men came to San Francisco who 
were determined to engage in regular 
business enterprises that would continue 
over the years. Merchants arrived to 
set up their stores. Others entered into 
all phases of a thriving commerce and 
in the fertile valleys farmers planted 
crops for the tremendous market. 

By the Sixties San Francisco, al- 
though still turbulent in her amazing 
development, had achieved a certain de- 
gree of stability. 

Then followed the period when her 
financiers, railroad men and others ex- 
tended their activities until not only 
California but adjoining states felt the 
force and vigor of their enterprise. 

New wealth was created, much of 
which poured into San Francisco, and 
by the “Gay Nineties” she was definitely 
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Reconstruction 
Finance Corporation 
Loans to the 
Railroads 


By 
HERBERT SPERO 


Department of Economics 
College of the City of New York 


‘THs book is a study of Recon- 

struction Finance Corporation 
financing of near-bankrupt rail- 
roads in the depression years 1932- 
1937. It deals with the funda- 
mental difficulties of the nation’s 
railroad system and of the weaker 
carriers in particular. It empha- 
sizes the various purposes for 
which the Reconstruction Finance 
Corporation was created and the 
diverse uses to which the corpora- 
tion’s funds were put. 

It provides a detailed analysis 
of the basic financial ills of the 
St. Louis-San Francisco, the Chi- 
cago and Eastern Illinois, the New 
York, New Haven and Hartford, 
the Missouri Pacific, the Chicago, 
Milwaukee, St. Paul and Pacific, 
the Denver and Rio Grande West- 
ern, and the Chicago and North 
Western. The analysis is amply 
supported by statistical data. The 
policy of the Interstate Commerce 
Commission in approving Recon- 
struction Finance Corporation aid 
to these lines is then studied. 

The author’s conclusion is sig- 
nificant for its statement of the 
new relationship of the Govern- 
ment to debtor roads and for its 
criticism of governmental policy. 


established as one of the most fascinat- 
ing and prosperous cities in the world. 

After the earthquake and fire in 1906, 
pessimists declared that she would never 
regain her position. But in a few days 
new and bigger buildings were rising 
from the ruins. San Franciscans had 
accepted the disaster as a challenge and 
an opportunity to prove that nothing 
could check their progress. 


City of Changing Moods 


Today, when you walk along Mont- 
gomery street in the heart of the finan- 
cial district, you are immediately con- 
vinced that you are in a “business city.” 
As you go up to the Coit Tower on 
Telegraph Hill, however, passing 
through “Little Bohemia” and several 
of the foreign quarters, you quietly for- 
get your quick decision and by the time 
you have seen San Francisco for a day 
or two and have been fascinated by her 
changing moods, she is no longer a city 
—she is a personality whose appeal is 
beautifully subtle one moment, boldly 
direct the next. 

Throughout the years, travelers, 
writers and artists have been captivated 
by her. And all have expressed their 
sentiments in some way. But perhaps 
none has been more flatteringly direct 
than the one who said: “To visit San 
Francisco is to become a San Francis- 
can at heart—forever.” 


© 


THE outlook for the coming year holds 
much of doubt and uncertainty; but it 
is in such times that business, and bank- 
ing in particular, must have the _wis- 
dom and the courage so to conduct its 
affairs that the people and their interests 
may be properly served. The people 
must be convinced that while business 


Bankers Publishing Co., 

465 Main Street, Cambridge, Mass. 
Please send me on approval a copy of | 
“RFC Loans to the Railroads” by Herbert 
Spero. At the end of 5 days I will either 
remit $3.50 or return the book. 


is conducted for a profit—and there is 
no debatable issue on this point—it 
seeks to earn profit commensurate with 
the service rendered and not in any dis- 
proportionate amount by reason of any 
| necessitous condition of government, 
society, or the individual.—Thomas C. 
Boushall, president, The Morris Plan 
Bank of Virginia, Richmond, Va., in 


his recent report to stockholders. 
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Watch Your 


Consumer Credit Costs 


HAT is actually happening to 
you, Mr. Banker, when you make 
a $100 twelve month personal 
loan? You have succeeded in getting 
the applicant into your bank by adver- 
tising your consumer credit department 
in one way or another. If you used 
classified ads or direct mail solicitation 
you might find that each application 
cost you anywhere from 50 cents to 2 
or 3 dollars. Next, your applicant must 
be interviewed and it will take the in- 
terviewer from 20 to 30 minutes to take 
down the necessary information from 
the applicant. You are probably pay- 
ing a wage of at least one cent a minute 
to your interviewer so that means that 
this stage-of operations costs you in the 
neighborhood of 30 cents. And now 
the information your interviewer has 
gathered must be verified. That, too, 
takes time and costs money. Finally, 
you reach the point where you either 
reject or authorize the application for 
a loan, make up the coupon book, pre- 
pare the necessary papers, see that they 
are properly signed, take the borrower 
to the cashier’s window, pay him the 
proceeds of the loan and make up a 
ledger card for him. All of these things 
you must do before you collect a single 
solitary dime from him. And all of 
these things cost you money in the war 
of wages, printing and stationery, and 
other items. This is what it costs to 
put a personal loan on your books— 
the “acquisition cost per loan”—and it 
is a cost per loan regardless of the 
amount of the loan. 
Let me direct your attention to the 


By Otto C. Lorenz 


Member, Research Staff, Consumer Credit 
Department, American Bankers Asso- 
ciation, New York City 


Operating Cost Manual for Consumer 
Credit Departments of Banks which was 
released by the American Bankers Asso- 
ciation last December. You will find 
some startling figures there—figures 
many of you have never seen before. 
You will find, for example, that the 
acquisition cost per loan for the “First 
Pattern” described in the manual ran 
from $1.88 per loan to $2.66. Actually 
this cost is very low. I have seen it go 
much higher. In one industrial loan 
operation, which I have seen, it seems 
to be over $8. 


OTTO C. LORENZ 
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**Don’t think that I am averse 
to lowering rates. On the con- 
trary, I want to see the Ameri- 
can people get better financial 
service at lower rates as rapidly 
as possible. But I don’t want 
to see the entire industry 
wrecked in the process. 

‘“‘We must know what we are 
doing before we start to slash 
rates. We must know what it 
costs to operate our consumer 
credit departments. Then, in 
due course, we are certain to dis- 
cover ways and means of extend- 
ing consumer credit services to 
the public at lower costs,’’ says 
Mr. Lorenz, well-known con- 
sumer credit authority, in the 
accompanying portion of his re- 
cent address at the Conference 
on Banking, held under auspices 
of the Wisconsin Bankers Asso- 
ciation, the Banking Commission 
of Wisconsin, and the University 
of Wisconsin School of Com- 
merce. 


And you will find another amazing 


figure in that manual. You will find 
that the collection cost per instalment 
runs about 21 cents. And that is a col- 
lection cost per instalment regardless 
of the amount of the instalment. These 
two costs, acquisition and collection, are 
truly “per loan” costs and have nothing 
to do with the dollar amounts. 

Now, let’s stop and think a bit. On 
the basis of a 6 per cent discount rate, 
all our Mr. Banker gets on a $100 twelve 
month loan is $6. Suppose it costs him 
as little as $1.88 to put a loan on his 
books and suppose his collection cost is 
21 cents per instalment: or $2.52 for the 
12 instalments. Then, the loan costs 
him $4.40 to handle. That leaves $1.60 
profit out of his $6. And suppose he 
had been so ill-advised as to use a 3 per 
cent rate instead of a 6 per cent rate. 
Then, he would have suffered an’actual 
loss on each $100 twelve month loan 
of $1.40 and this before taking into con- 


sideration certain other expenses—per 
dollar expenses, which are part and par- 
cel of every instalment transaction. 

The first step is therefore to lay a 
firm foundation based on a knowledge 
of these two per item costs: the acquisi- 
tion cost per deal and the collection cost 
per instalment. 

And it is this knowledge which will 
help effectively to combat adverse legis- 
lation. Certainly no legislation will in- 
sist upon a banker doing business at 
rates which so obviously do not cover 
the mere handling of a personal loan. 
Moreover, this knowledge of per item 
costs is of value to us during a period 
of rising taxes. We may find that we 
have stored away in our deferred in- 
come account far more than necessary 
to provide for the cost .of collecting the 
instalments on the loans outstanding. 
Were it not for the question of provid- 
ing ample reserves to effect rebates on 
prepaid loans, such deferred income ac- 
counts might be adjusted downward in 
anticipation of a rising tax rate. 


Auto Loans 


The banker who goes after the direct 
consumer automobile finance business 
will fare a little better at first even 
though he may be using a rate as low 
as 3 per cent flat. 

For one thing, the amounts of the 
individual loans average substantially 
more than the personal loans so that 
even at a 3 per cent rate our banker 
may eke out a thin living during the 
early days of his ventures in the auto- 
mobile finance business. He will, for 
example, be rather careful at first as 
to the type of risk he finances. With 
the payments from such risks coming 
in promptly on due dates, and at a cost 
of $1.88 per loan for acquisition and 21 
cents an instalment for collection, he is 
going to have a slight edge over ex- 
penses on a $260 loan even after per 
dollar expenses at the rate of 2 per 
cent per annum are taken into consid- 
eration. 

But as time goes on and he begins 
to lend to less desirable risks—and he 
will lend to less desirable risks as he 
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increases his volume—his operating ex- 
penses per item will begin to increase 
too. For one thing, it will cost him 
more to collect each instalment due. 
Then, too, he will probably have to 
offer wholesale finance facilities for new 
and used cars in order to increase his 
volume of retail paper substantially. 
What about this wholesaling or floor 
planning of new and used cars? Is 
there any profit in it for the finance 
companies? And how is it run? 


Let me impress upon you here that 
this particular bit of consumer credit 
financing is the most difficult, the least 
profitable and requires the greatest care 
in operation of all. Let no banker im- 
agine that he can compete successfully 
or safely for this business without the 
help or guidance of trained, seasoned 
and experienced men with successful 
records of performance behind them. 
There is no cushion of profit for mis- 
takes in wholesale financing these days. 

And to protect yourself you'll need 
a staff to maintain a constant check on 
the cars you have floored; you'll need 
auditors and experienced credit men 
who sense the time to increase or with- 
draw financial facilities, and you'll need 
a trained personnel to take care of 
routine procedure, not to mention such 
irregularities as sales out of trust. 

In such studies as I) have made of 
wholesale auto financing during the last 
two years, I have found no operation 
where wholesale financing was in itself 
profitable. A wholesale operation is an 
expense to the finance company these 
days and must be accounted for as a 
per dollar expense forming a part of 
acquisition expense. 


The elements of operating a whole- 
sale division are so far from routine 
that very little falls under per item ex- 


pense. Most of the staff salaries— 
executives, credit men, auditors, car 
checkers, verifiers and collectors—come 
under the per dollar classification. In 
fact a cost study of a wholesale opera- 
tion must ultimately define the costs 
“dealer by dealer” inasmuch as some 
dealer accounts are so much more 


troublesome and require so much more 
attention than. others. 

Our banker with his 3 per cent rate 
will find his gross income wholly in- 
adequate to cover the expense of prop- 
erly conducting a large scale automobile 
finance department. 

Washing machines, radios, electric 
refrigerators, and stoves are, on the 
whole, small balance transactions on 
which the interest charges must be care- 
fully watched so that they cover the per 
item and per dollar handling costs of 
the transactions. Fortunately, rates on 
this class of paper are higher than in 
the automobile and personal loan field. 
Certainly every effort should be made 
to make sure that they are adequate 
before any thought is given to lowering 
the rates. : 

Don’t think that_I am averse to lower- 
ing rates. On the contrary, I want to 
see the American people get better 
financial service at lower rates as 


‘*Let me emphasize the most 
important reason at the present 
time for an accurate determina- 
tion of your operating costs: 


*‘Unless you provide evidence 
—evidence based on your own 
operations over a period of time 
—you are in danger of having 
legislators press the ceiling for 
rates so low that neither you nor 
anybody else can operate profit- 
ably. 

‘To prevent disaster at the 
hands of legislators ignorant of 
consumer credit operating costs, 
start gathering that evidence 
right now. Find out what it is 
costing you to do this business, 
find out whether you can im- 
prove your service to the Ameri- 
can public, pass these improve- 
ments on as you effect them, 
and, in any case, let the public 
know and let the legislators 
know that you know what you 
are doing.’’ 
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rapidly as possible. But I don’t want 
to see the entire industry wrecked in 
the process. 

We must know what we are doing 
before we start to slash rates. We must 
know what it costs to operate our con- 
sumer credit departments. Then, in due 
course, we are certain to discover ways 
and means of extending consumer credit 
services to the public at lower costs— 
of improving our services to the 
American public. 

But it is up to us now to do some 
earnest pioneering to establish our 
costs. Let me give you some very ele- 
mentary rules for doing this: 

1. Allocate your operating expenses 
as carefully as you can between “ac- 
quisition” and “collection” expense. 

2. Divide your “acquisition” expenses 
for each month by the number of trans- 
actions you have put on your books 
during that month. The result will be, 
very roughly, your acquisition cost per 
deal for that month. 

3. Take the number of deals outstand- 
ing at the beginning of the month and 
divide by two. This figure represents, 
very roughly, the average number of 
collections made during the month. 
Divide the collection expense for the 
month by this average and you will 
have—again very roughly—the collec- 
tion cost per instalment for that month. 

Later on you will want to make more 
detailed cost analyses such as those de- 
scribed in the ABA Operating Cost 
Manual. And such detailed studies will 
result in very valuable by-products 
which will repay you for the time and 
trouble you have spent on these analyses 
many times over. For, in making such 
studies, you are certain to discover ways 
and means of cutting down on your 
costs, of improving your relations with 
the American public, of streamlining 
your consumer credit operations. 


Adverse Legislation 


But let me emphasize again the most 
important reason at the present time for 
an accurate determination of your op- 


erating costs: Unless you provide evi- 
dence—evidence based on your own 
operations over a period of time—you 
are in danger of having legislators press 
the ceiling for rates so low that neither 
you nor anybody else can operate 
profitably. 

To prevent disaster at the hands of 
legislators ignorant of consumer credit 
operating costs, start gathering that 
evidence right now. Find out what it 
is costing you to do this business, find 
out whether you can improve your serv- 
ice to the American public, pass these 
improvements on as you effect them, 
and, in any case, let the public know 
and let the legislators know that you 
know what you are doing. 

Build safe this American way of life 
of ours—guard it from erosion— 
broaden it, and make it grow. And 
so you will be among the pioneers who, 
today, will lead us through a period of 
war on to a healthy, productive, pros- 
perous America—a greater America— 
our America of tomorrow. 
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THERE is one thing we must stop as 
quickly as possible. That is the ten- 
dency toward government by edicts and 
rulings, rather than by laws passed by 
Congress. At the present time the Gov- 
ernment Printing Office is compiling 
into book form these so-called laws 
which have been promulgated by Fed- 
eral boards and commissions. When 
completed, this Code of Federal Regula- 
tions will comprise seventeen regular 
and six supplementary volumes. It will 
consist of 27,000 pages, which means 
that it will be considerably larger than 
the entire Encyclopedia Brittanica. Ob- 
viously this sort of thing must be 
stopped, for—if allowed to continue— 
we will all be strangled by these rulings 
and regulations, many of which cannot 
be appealed to the courts, and of which 
most of us know nothing.—Charles R. 
Reardon, President, Illinois Bankers As- 
sociation, and Vice-President, First Na- 
tional Bank, Joliet, Illinois, in a recent 


address. 
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The New 


Concept of Banking 


HE new concept of banking we 

must comprehend is that while the 

man in the street once looked up to 
the banker as the high priest of busi- 
ness, today the banker must look up to 
the man in the street as the key to the 
whole future in banking. Once the man 
in the street had to sell himself to the 
banker. Today the banker’s greatest 
assigned task is to sell himself to the 
man in the street. 

Up until 1933 the banker throughout 
history had been polite to his depositors 
and brusque to his borrowers. The eti- 
quette of the banker’s customer was that 
he could keep his hat on when deposit- 
ing money, but he must take it off when 
applying for a Joan. The formula is 
reversed today. The banker is cold to 
a depositor and himself bows in respect 
and with appreciation to anyone who 
will legitimately borrow his burdensome 
surplus funds. 

Too many bankers still think that this 
change has come about simply because 
there is more money on deposit than 
there are current borrowers to use it. 
But that status is only a part of the pic- 
ture. Government is in the lending field 
locally, nationally, internationally, 
with some forty-six chartered lending 
agencies, many of which operate on a 
nation-wide branch banking basis. Citi- 
zens may borrow from the state. Con- 
gressmen are responsive to the voice of 
the voters. Administrators have dubbed 
the banker a money changer. Scandals 
have been aired. Sneers have been di- 
rected at the banks. Records of care- 
lessness and reports of lack of high re- 
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By Thomas C. Boushall 


President, The Morris Plan Bank of 
Virginia, Richmond, Va, 


gard for trusteeship have convinced the 
public that the banker needs supervision 
and watching. Remember that there 
were some 30,000 banks in this country 
in the middle 1920’s. Recall that to- 
day there are a few less than 15,000. 
Perhaps some may feel that reciting 
these facts is not good taste. But if we 
are to protect and preserve our status 
of private chartered banks, we must 
face the realities and clearly understand 
that our job in banking is to resell our- 
selves to the public far more funda- 


THOMAS C. BOUSHALL 





‘‘Banking can only be saved if 
it sets out primarily to serve. 
This service must be so wide, so 
useful, so universal, that all the 
people will feel its influence and 
benefit. Banking must conceive 
of itself as a prime contributor 
to the social progress of the com- 
munity. It must count its suc- 
cess first in terms of its social 
and economic contribution, and 
then reckon up the profit it has 
made in rendering that service,”’ 
says Mr. Boushall in the accom- 
panying portion of his recent 
address before the Florida Bank- 
ers Association. 


mentally and on an entirely different 
basis than in the era prior to 1933. 

Do you want proof? The recent 
Gallup Poll conducted for a special 
group of bankers reported that 37 per 
cent of the people stated that they would 
be glad to see the Government take over 
the banking business. In the lower eco- 
nomic groups, 68 per cent of the people 
were of this mind. If only 14 per cent 
of the people who now prefer private 
banking versus Government banking 
were to change their minds, then 51 per 
cent of the American people would want 
Government banks versus private banks. 

We should not fool ourselves in pos- 
sibly believing that the days will come 
again when bankers will be flattered and 
apparently respected because they have 
the power to portion out the limited 
bank credit available and favor those 
deemed worthy or to whom it would 
seem wise to lend. We must recall that 
the old-time deference was forced out 
of an unwilling public that needed more 
money than the banks had to lend. We 
were sought after and mirated over be- 
cause we had something the public 
wanted in greater quantity than was 
available. 

There are some among us who are 
yet to comprehend that banking must 
win its place through deeds of perform- 
ance rendered in a spirit of service 


based on the concept that it is a privi- 
lege and not a right to be the custodian 
of the people’s money and to be the 
operator of the machinery that makes 
our great economy function. 

A simple illustration of the old and 
new concepts may suffice to point the 
moral. 

In a fair-sized city a customer of two 
banks told this story. “I had sought by 
personal observation,” he said, “to de- 
termine why one of the two banks I 
used was progressing and the other was 
remaining practically stagnant as to any 
increase in public patronage. I finally 
caught the subtle difference. In the 
stagnant bank I noticed that whenever 
customers sat at officers’ desks the offi- 
cers always leaned back in their chairs 
in a defensive attitude .as much as to 
say, ‘We don’t want to lend you any 
money. Prove that we are wrong. In 
the other bank when customers were at 
officers’ desks, I saw that the officers in- 
variably leaned forward toward the cus- 
tomers, suggesting by their manner, 
‘Well, now, what can we work out for 
you? We are deeply interested and 
want to lend you the money you need 
in the way you require it, unless you 
prove to us we should not.” 

That story describes the old concent 
of a wide chasm between bank and pub- 
lic, with the banker widening the gap 
as best he could on the one hand, and 
on the other the banker seeking a closer 
relationship, a broader understanding, a 
sympathetic attitude—seeking to build 
a bridge across that chasm and making 
it easy to travel back and forth across 
that link between the man in the street 


and the banker at the desk. 


Service Borrowing Needs 


Whenever a bank gets too lofty in its 
rarified technique to service the bor- 
rowing needs of its own community on 
a properly selective and constructive 
basis, the community and the bank are 
headed for dry-rot and eventual liquida- 
tion in one form or another. It is the 
duty of the bank to assure to the people 
who have labored, earned, and saved 
above their spendings, that their money 
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shall be used to build a better, more 
stable community; to build the people 
and their activities into more successful 
units, thus bulwarking the environment 
of the depositor and insuring the pos- 
sibility of his continuing his wealth- 
creating efforts. 

I hold that the purpose of a bank is 
to serve the community as a reservoir 
or a clearing house where the flow of 
cash wealth can be pumped out of the 
wells of accumulation into the ditches 
and furrows of agricultural, industrial, 
commercial, professional, and individual 
activity, so that they may flourish when 
watered with this rented fluid essential 
to growth over and above the otherwise 
niggardly yield of nature or economics. 

To win the good-will of the man in 
the street, to implement the workings 
of democracy, to protect private bank- 
ing and private enterprise, to fulfill 
banking’s part in an all-out war against 
tyranny, how shall we approach the 
people, the community, the economy and 
the society in which we live and which 
we seek individually to serve? 


Explore, Don’t Exploit 


I can give you a key to the solution 
of the problem, and it is this key that 
I trust you will carry away with you 
and in time recall and use as a guide 
in our effort to make banking a dynamic 
force in American life: Explore your 
community, don’t exploit it. 

I have sat in a number of bank con- 
ferences in recent months and heard on 
every side: “but there is no appreciable 
demand for the bank’s services in my 
community. We have huge amounts of 
idle cash. We've become little other 
than an investment trust.” I become 
impatient listening to these remarks. I 
know a bank—it’s really the banker to 
whom I am referring more than the 
bank—in a village of seventy people. 
He has a balance sheet of one million 
dollars. He has 75 per cent of his de- 
posits loaned out. He has $250,000 in 
amortization loans. He is popular in 
his community. He is a leader. He has 
served and is serving his people. He is 
making possible the creation of more 
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wealth through the use of the already 
created cash wealth on deposit in his 
bank. The man in his village street 
knows that no governmental bureau 
would ever do for that small group what 
this private enterprise banker has done 
for his people. 

His story can be and is being re- 
peated in other villages and in large 
cities wherever there is a banker believ- 
ing in his mission as a servant of the 
people. 

This type of banker is accepting the 
depositors’ money and ploughing it 
back into the community. He is in- 
creasing the stream of cash within the 
town; frozen accounts and assets are 
being melted, and flow usefully into com- 
merce and trade in the city. The more 
those funds are revolved, the more the 
deposits pile in to be put into the same 
self-enlarging stream. 

You may not believe it, but there are 
still many bankers who are irritated if 
their lobbies fill up, their tellers’ win- 
dows are crowded, and new units must 
be added to reduce complaints of the 
general public seeking banking service 
in broadening terms of economic classes. 
Your objective should be to get every 
possible man, woman, and child to en- 
ter the portals of your building and to 


‘When the banker is known to 
be merchandising his services 
just as does the department 
store, the implement dealer, the 
power company, the newspaper, 
the drugstore, and the grocery, 
then he will have come down off 
his high horse; he will become a 
human being, anxious to please, 
to serve, and profit on the basis 
of service. And he will, with his 
institution, become popular and 
respected. It was said of a 
great teacher two thousand years 
ago: ‘And the common people 
heard him gladly.’ It will be 
said of your bank: ‘And the 
common people protected and 
defended it gladly.’ ”’ 





consider themselves as much at home as 
it is possible to make them feel. 


Merchandise Your Services 


You should find every possible serv- 
ice you can legitimately render at a rea- 
sonable profit, and then advertise the 
availability of those services to every 
one in your community and the sur- 
rounding territory as widely, as fre- 
quently, and as convincingly as possible. 

You must demonstrate to the people 
that their money is flowing into your 
lobby and then on out into the com- 
munity, creating sales, developing jobs, 
paying wages, liquidating bills, re- 
modeling homes, educating children, 
converting accounts receivable into new 
inventory bought for cash at a discount, 
moving goods in stock, buying new cows 
to add to a herd, equipping farms and 
kitchens with modern machinery, light- 
ening physical effort and relieving men- 
tal worry, bringing babies into the 


world, facilitating marriages, helping to 
build homes, churches, schools, adding 
to fleets of school buses, and: furnishing 
cash to the city and-the pounty ‘the state 


and the nation. _ 

Look up to the mah in the ‘thet, pur- 
sue him,. serve him: Let hin feel the 
constructive touchSof banking service 
in his daily life. Get hint. feel the cur- 
rent progress in ‘the community stimu- 
lated by the stream of funds in—and 
particularly cout—of your bank. Let him 
feel that he is a beneficiary of that 
progress, and thus let him feel his de- 
pendence upon and obligation to your 
institutions—not for the privilege of 
depositing in your bank, nor of secur- 
ing credit, but as a member of a com- 
munity where the bank is a dynamic 
force and not a parasite, where the bank 
explores and implements the opportuni- 
ties of the community, and does not ex- 
ploit and destroy. 


When the banker is known to be mer-” 


chandising his services just as does the 
department store, the implement dealer, 
the power company, the newspaper, the 
drugstore, and the grocery; then he will 
have come down off his high horse; he 
will become a human being, anxious to 
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please, to serve, and profit on the basis 
of service. And he will, with his insti- 
tution, become popular and respected. 
It was said of a great teacher two 
thousand years ago “And the common 
people heard him gladly.” It will be 
said of your bank: “And the common 
people protected and defended it 
gladly.” 

But you must first get the concept 
that banking can only be saved if it 
sets out primarily to serve. This serv- 
ice must be so wide, so useful, so uni- 
versal, that all the people will feel its 
influence and benefit. Banking must 
conceive of itself as a prime contributor 
to the social progress of the community. 
It must count its success first in terms 
of its social and economic contribution, 
and then reckon up the profit it has 
made in rendering that service. 
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A BANK, like every other institution 
catering to the public, must make its 
physical equipment conform to the con- 
venience and saving of time of its cus- 
tomers. Changes which can often be 
done quite inexpensively often save 
time for both customers and employes of 
the bank. Check desks are often too 
high, not well located, poorly lighted, 
and so placed as to give the maximum 
of interference with the daily operation 
of the bank. In one bank having ter- 
razzo floors, the placing of inexpensive 
rubber mats on which the tellers stood 
saved fatigue and leg-ache to a remark- 
able degree. In another situation, the 
placing of a few small inexpensive 
knee-hole desks with a comfortable chair 
for women customers where they could 
make out deposit slips, write checks or 
make endorsements in some comfort 
became the talk of the town and proved 
to be the most effective and inexpensive 
form of advertising that the bank had 
used in years. Look over your bank— 
there may be a surprising lot of im- 
provements to be had with a very small 
outlay; and look it over having the 
viewpoint of your customer in mind.— 
From the monthly bulletin of the West 


Virginia Bankers Association. 
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are now available on 


Personal Loans 


Personal Loans Pe Auto Loans 


FHA Title | Loans 
Safe Deposit Boxes 


for Vacation expenses 


Quickly arranged..conveniently repaid 





Chromium Display Fixture with 
Fluorescent Light Unit shown 


% 
Shattuck Bank Displays are in 
profitable use from coast to 
coast by many thrifty Banks. 


Our economical production and 
distribution methods allow us to 
serve you with splendid displays 
at extremely low service cost. For 
example: 48 assorted display post- 
ers, only $72.00. 48 assorted news- 
paper ads only $48.00. 


We will be pleased to submit 
samples and full details of Shat- 
tuck displays and newspaper ads 
at your request. 


Shattuck Display Posters are printed on YOU’ LL BE GLAD 


two-ply bristol board in several colors. i you financed your car 
They are BIG posters—i9” x 25”—and im = with our modern plan 
fill your need for exterior or interior sie gah 

use. Efficient fixtures in chromium, wal- 

nut and other finishes are available to 

users at our production cost. 


Orders for Shattuck Displays and Ad-mats are shipped subject 
to approval. If unsatisfactory, fhey may be returned without 
obligation to purchase. 


Harlan L. Shattuck 


1107 South Pearl Street Denver, Colorado 
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Defense Finance ---- 


Taxation or Inflation ? 


T is not necessary to define taxation. 
It is something with which we are 
all painfully familiar. I think, also, 
that there will be general agreement on 
a simple definition of inflation—a rapid 
and very considerable general, though 
uneven, rise in prices—a rise which all 
previous experience shows will certainly 
be followed by a subsequently precipi- 
tous and calamitous decline. 

Many people during the last few years 
have been fearful that inflation was 
around the corner. They anticipated 
that it would follow inevitably from the 
vast increase in bank credit which char- 
acterized those years. Inflation did not 
come because another condition required 
for its appearance was absent. There 
was no sufficientiy intense demand for 
all available labor and capital to bring 
it about. Now the situation seems defi- 
nitely to have changed. Both conditions 
necessary for inflation are present. It 
is the definite policy of this country, 
together with the British Empire, to 
produce military equipment greater in 
quantity and superior in quality to that 
which can be produced by Germany and 
the countries which it now controls. 
This effort will involve an enormous 
expenditure, the extent of which cannot 
be exactly determined. It is clearly 
creating a situation in which the com- 
bined military and civilian demand for 
a greater variety of products will ex- 
ceed what can be produced. Civilian 
consumption of many things must be 
reduced, and reduced speedily, if our 
defense effort is not to be delayed. 
Civilian consumption may ultimately be 


By O. M. W. Sprague 


Converse Professor of Banking and Finance, 
Ilarvard University, Cambridge, Mass. 


reduced through inflation by an advance 
in prices unaccompanied by a parallel 
advance of all money incemes. This is 
a slow process, and in the meantime 
will retard defense production and will, 
of course, increase the costs of securing 
a given amount of military equipment. 
Persistence in the policy of business as 
usual may permit an increase in the 
national income during the next few 
months, but it is an increase which will 
be made at a high cost. In the words 
of Benjamin Franklin: “We shall be 
paying too much for our whistle.” 


More Taxation Essential 


If no more taxes are imposed than 
seem to be now in contemplation, I ven- 
ture the opinion that our Government 
debt may exceed $100,609,000,000 be- 
fore defense expenditure begins to taper 
off. It may be mentioned in passing 
that our situation is now in striking 
contrast with that of 1917 when there 
was practically no Government debt. We 
have entered this period of defense ex- 
penditure with a Government debt far 
above any previcus level. For this rea- 
son, therefore, and quite apart from the 
danger of inflation, far more taxation 
should be immediately imposed than 
the additional billion dollars which 
seems to be the present administration 
policy. It is far easier to pay taxes 
now while industry is expanding under 
the impact of defense expenditure than 
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will be the case when it becomes neces- 
sary to adjust ourselves to a peace-time 
economy. Then it will be vitally im- 
portant to remove obstacles which 
hamper business enterprise. 

In present urgent circumstances, we 
must use the business organizations that 
we have; and there is no reason to sup- 
pose that production for defense re- 
quires that sort of stimulation of enter- 
prise that is needed under the difficult 
marketing conditions of a peace-time 
economy. More and more, as we go 
forward with the defense program, we 
shall find that producers are confronted 
with no selling problems; that they can 
market all and more than all that they 
can find it possible to produce. High 
corporation and _ individual income 
taxes, to say nothing of taxes on con- 
sumption imposed during this tem- 
porary period of emergency expendi- 
ture, will positively contribute to the 
speedy execution of the defense pro- 
gram; whereas similar taxes in the later 
period of peace-time readjustment may 
well prove an insuperable obstacle. 


Defense Finance Sources 


Speaking generally, there are four 
major sources from which funds may 
be derived to finance the defense pro- 
gram—all of which, to a greater or less 


extent, will presumably be utilized. 
Some expansion of bank credit through 
the purchase of Government bonds by 
the banks, or purchases by individuals 
who borrow from the banks may be ex- 
pected; but it is clearly desirable that 
no large reliance be placed upon this 
source. To do so, under existing con- 
ditions, would make practically certain 
inflationary developments of a serious 
character. Funds now accumulated in 
the banks as idle deposits will presum- 
ably be in part used to purchase 
Government securities. The general 
effect is not very different from that 
which would follow financing by means 
of credit expansion. There is this dif- 
ference, however. Idle deposits, though 
large, have definite limits; whereas with 
existing excess reserves there is a pos- 
sibility of almost indefinite further 
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‘‘Heavy taxation now is desir- 
able not only as a means of 
lessening the danger of inflation, 
and because the Government 
debt is already large, but also 
because it will contribute to 
speed in the execution of the 
defense program by hastening 
the shift of labor materials and 
plant out of civilian production, 
and finally because it is equit- 
able with reference to the com- 
ing generation,’’ says Professor 
Sprague in the accompanying 
summary of his recent address 
at the 1941 Conference on Bank- 
ing, held at Madison, Wisconsin, 
under the auspices of the Wis- 
consin Bankers Association, the 
Banking Commission, and the 
School of Commerce of the Uni- 
versity of Wisconsin. 


credit expansion. The third source of 
funds for defense is current savings to- 
gether with unexpended depreciation 
funds accumulated during the emer- 
gency period. The Administration 
seems clearly to recognize that this is 
the desirable source of funds that may 
be borrowed by the Government. Such 
savings obviously involve a contraction 
in consumer expenditure, and so their 
utilization in Government bond pur- 
chases has no inflationary influence. 
Some increase in savings may be ex- 
pected—induced by efforts to interest 
the public generally in the acquisition 
of baby bonds and other types of Gov- 
ernment securities. I think, however, 
it may be doubted whether the lion’s 
share of the defense expenditures of 
the Government can be derived from 
this source. Even during the last war 
when we were an active belligerent the 
bulk of the bonds sold was not paid for 
out of the current savings. 

If we really wish to meet a large part 
of defense expenditure from current in- 
comes, I submit that we can only surely 
do so by means of taxation. Such a 
policy is not only the sound policy, it 
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is also the equitable policy. The people 
we should consider are not ourselves, 
but rather the young men beginning 
their life work during the next ten or 
twenty years. We should not shift upon 
them the burden of paying for the pres- 
ent emergency. If we can save in order 
to buy bonds, we can equally well pay 
taxes. A tax of, say, 25 per cent or 
more on incomes of medium size dur- 
ing the next two or three years may be 
painful, but its economic effects are far 
less damaging from the standpoint of 
the future economic development of the 
country than if a permanent tax of 15 
per cent or 20 per cent were imposed. 
Similarly with corporation taxes. High 
permanent taxes on business make it 
practically impossible for new under- 
takings to be developed by enterprising 
young men. At the moment we are 
taking the physically most capable 
young men for military service. Why 
should we impose unnecessarily heavy 
burdens upon them when they resume 
their civilian occupations? In sum, 
heavy taxation now is desirable not only 
as a means of lessening the danger of 
inflation, and because the Government 
debt is already large, but also because 
it will contribute to speed in the execu- 
tion of the defense program by hasten- 
ing the shift of labor materials and 
plant out of civilian production, and 
finally because it is equitable with ref- 
erence to the coming generation. 
Tax Proposals 

Turning now to specific suggestions, 
I venture to propose the following: an 
increase both in corporation and ex- 
cess profits taxes; an increase in the 
normal individual income tax rate and 
in surtaxes at least in the lower brackets, 
and putting forward the date of final 
payment of corporation and income 
taxes, to be collected next year, to June 
15, 1942. In addition, I would suggest 
a limited number of rather high excise 
taxes among which may be mentioned 
as appropriate subjects additional taxes 
on tobacco, liquors, and gasoline; a tax 
on motor car sales, on entertainments, 
and on soft drinks. All these taxes are 
upon expenditures for comforts and 
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luxuries—not upon the bare necessities 
of life. In addition, I suggest an ad- 
vertising tax, say, of 10 per cent or 20 
per cent on all advertising payments in 
excess of $10. This is no time to stimu- 
late civilian consumption. We need to 
conserve labor and materials for the 
production of military equipment. 
Moreover, there is a strong temptation 
for business concerns to increase adver- 
tising appropriations at a time when 
taxes are at high rates since the adver- 
tising appropriations can be added to 
costs and are therefore, in large part, 
paid for by the Government. In addi- 
tion to these taxes, I venture upon an- 
other suggestion. Why not impose a 
special tax upon individuals analagous 
to the corporation excess profits tax? 
Do any of us really deserve a higher in- 
come during this emergency period than 
that which we received last year— 
always making allowances, of course, 
for the cases of those who were not 
employed last year, just as we make 
allowances or adjustments in the case 
of the excess profits tax for business 
concerns, the earnings of which were 
low in previous years? 

In conclusion, I venture the opinion 
that we, no more than Germany, can 
have more guns, more butter, and more 
of everything else at the same time. We 
have a choice. We may bring about the 
inevitable contraction of civilian con- 
sumption by inflation or by the far more 
equitable means of heavy taxation. The 
choice cannot be long deferred. 


If we follow the path of inflation, 
we may expect that the Government will 
be forced to impose priorities upon an 
ever-widening range of products. We 
may also expect a scramble for higher 
wages, for greater business profits, and 
for speculative gains—a scramble which 
will lead to strife and give rise to dis- 
trust between the classes, groups, and 
between different sections of the coun- 
try. On the other hand, taxation by 
imposing sacrifices upon us all may 
well be expected to strengthen that feel- 
ing of national unity which is vitally 
necessary if we are successfully to com- 
plete the task which we have undertaken. 
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HE “news” now, and the continuing 

“news” for this month, for next 

month and, officials hope, for 
months more to come, will be defense 
savings bonds. The United States 
Treasury has, at this writing, recruited 
several score of well and lesser known 
experts to make defense savings bonds 
“news.” America, being news-minded, 
is expected to respond with hundreds of 
thousands and even billions of dollars, 
“for defense.” 

In back of these news developments, 
such as motion pictures, magazine and 
billboard advertisements and publicity 
in newspapers and admonitions between 
radio programs, will be a polite form 
of information which will be aimed to 
make it popular to buy these bonds or 
the savings stamps. 

Banks and bankers are to have a 
front line position in the program. In 
the first place they are to sell the bonds 
over the counter. They are also to take 
orders for bonds and arrange for time 
purchases and methods whereby a 
specified amount toward continual pur- 
chases of bonds will be charged to the 
customer’s account. 

In addition to the banks—commercial 
and savings—there wil be the building 
and loan associations, independent and 
Federalized, security dealers, chain 
stores, and department stores, together 
with the thousands of post offices, all 
enlisted in the greatest bond selling 
campaign ever attempted by the Federal 
Government. 

The outline, which at this writing is 
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not entirely clear or available, will in- 
clude various devices, such as offering 
savings stamps, when change is neces- 
sary, at cigar and department stores 
and perhaps at post offices. 

It is, of course, being emphasized, 
that this is voluntary procedure and 
that none of the high pressure tactics 
of goals and arousing of mass psychol- 
ogy to make the non-purchaser out a 
slacker will be tolerated. This is, with- 
out doubt, true. At the same time, offi- 
cials in charge of the campaign are 
not going to overlook any likely 
methods which will bring results. 

The purpose of the program is two- 
fold: First, to secure funds to pay for 
the all-out aid to Britain; second, to 
put a brake on inflationary tendencies, 
especially prices. If higher wages and 
better business with much money in cir- 
culation can be drained off into Gov- 
ernment bonds, instead of free spend- 
ing, the silk shirts and expensive cars 
will not be purchased. That is the hope. 
Hence, the greatest sales effort will be 
directed toward those industries where 
wages are high and earnings easy. 


Bank Legislative Plans 


New banking legislation is not imme- 
diately high on the Congressional list 
of things to be done. There are, how- 
ever, a number of notations, indicating 
that action is desirable, if the war situa- 
tion does not turn the attention of every- 
one toward convoying supplies and do- 
ing more to defeat the aggressor nations. 
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In the list that certain officials have 
in mind, if not formally on paper, is 
the Treasury written and inspired Glass 
freeze-bank-holding-companies bill. Also 
in the list, is the program of the Fed- 
eral Reserve Board and Banks for au- 
thority to control excess reserves. Prob- 
ably written, if not yet introduced, is a 
bill to lower assessments for insured 
banks. 

Senate Banking and Currency Com- 
mittee Chairman Wagner was ill for 
weeks in the South, and House Banking 
and Currency Committee Chairman 
Steagall is constitutionally opposed to 
pushing any measure not having the 
endorsement of bank officials. These 
two committees are the bottlenecks 
which, at times bring thanks from 
bankers and, other times, prove exceed- 
ingly annoying. 

In the latter classification are the in- 
dependent bankers. There are two of 
these associations, both growing more 
powerful, financially and numerically, 
who want certain legislation. One, 


headed by Ben DuBois, is slowly but 


surely increasing pressure for action on 
a bill to freeze the status of branch 


banks. The other, managed by R. F. 
Hollister, wants to see a bill passed to 
require all insured banks to publish 
condition statements, with emphasis on 
the fact that branches of banks must 
comply. That is, a branch would pub- 
lish in the community where it operates, 
its loans, discounts and deposits for 
that specific branch. This would per- 
mit comparison with the loans, discounts 
and deposits of a unit bank serving as 
a competitor in the particular region. 


Patman Finance Plan 


On the broad monetary front, Repre- 
sentative Wright Patman is actively 
campaigning for Government ownership 
of the Reserve banks, and, in addition, 
for the issuance of “non-interest bear- 
ing certificates,” which would be held 
by the Reserve banks. The latter was 
not a part of the Patman program three 
years ago. He now recognizes the 
higher and higher growth of public 
debt and the heavier interest cost and 


the corollary of taxes. With “non in- 
terest bearing certificates,” or notes, the 
bankers would carry the cost of the war 
efforts, that is, the Federal Reserve 
banks. As for commercial banks, they 
should live solely off their ability to 
make business loans, he says. 

It is an enticing monetary program 
that Representative Patman and his as- 
sociates, such as Representative Voor- 
his, of California, are promoting. They 
do not expect to win immediately, but 
are counting on winning in the long 
run. 

Reserve Board Chairman Eccles made 
public the other day a lengthy letter 
which was designed to point out the 
fallacies of such a program, not only 
to banks which, he said would suffer, 
but to all others [see portion of Mr. 
Eccles’ letter in THE Bankers DIcEst 
section of this magazine]. For example, 
when the bank owns Government secu- 
rities and collects interest, it is doing 
its part. In fact, without such interest, 
the same banks would be obliged to 
charge high rates and make higher serv- 
ice charges to their depositors. Chair- 
man Eccles wrote a tough and well- 
reasoned letter and in the interests of 
private bankers. But it will take many 
more letters from many more people 
to even discourage Wright Patman, who 
has other popular programs which he 
is offering to the voters. A new bill is 
promised by him for insurance of life 
insurance policies of $5,000 or less. 
The administration of such a program 
would be through the Federal Deposit 
Insurance Corporation and, he says, 
voluntary on the part of the insurance 
companies. 


Reserve Board Personnel 


The Federal Reserve Board’s person- 
nel is a subject of speculation at this 
time. With Chester Davis resigned to 
become St. Louis Reserve Bank presi- 
dent, a vacancy exists which, presum- 
ably, will be filled by someone ac- 
quainted with the needs of agriculture. 
Among those virtually campaigning for 
the place, is Governor Black of the 
Farm Credit Administration. In addi- 
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tion, another vacancy exists on the 
Board, a vacancy which has existed for 
several years. A political appointment 
is possible for one of these seats, it is 
indicated. That is, the appointment of 
some one not necessarily chosen for 
achievement, but in recognition of po- 
litical services. 


Wagner Questionnaire 


One of the minor mysteries which 
relate to banking’s future concerns the 
Wagner Questionnaire. As a widely 
ballyhooed document, tooted as a pos- 
sible map for the monetary and banking 
future of the nation, it has been almost 
forgotten by high officials. In fact, some 
of those who once were insistent that 
something be done toward revamping 
the economic processes, are now insist- 
ing that the aid-to-Britain program 
leaves no time for such matters. 

It is true that the Republicans have 
praised the questionnaire and have pub- 
licly asked, several times, why the 
study was not speeded. Republicans 
have also praised the Reserve Board’s 
program for controlling excess reserves. 






Washington Notes 


This praise, coming from that quarter, 
is probably three-fourths of the reason 
why nothing definite is being done. 
The other one-fourth relates to Chair- 
man Wagner’s health—which is now 
much improved—and the fact that he 
has not been told by the White House 
to go ahead. As additional garnish- 
ment of delay, none of the banking 
agencies really want the study. And, 
for that matter, neither does organized 
banking—very much. 

Answers have been received to the 
lengthy questionnaire, however. Or 
hand are those from the Reserve City 
Bankers, from the Independent Bankers 
Association of the Twelfth Federal Re- 
serve District and from the State Super- 
visors. The American Bankers Asso- 
ciation is about ready, while the 
Comptroller of the Currency, the FDIC 
and the Federal Reserve Board, are 
waiting until it is evident that the study 
is to go on. 

Just what is to be done about the new 
world that will emerge after the present 
world war, apparently no one knows 
and no official effort is being made to 
provide a chart or a compass. 


Washington Banktrends and Backgrounds Weekly Review, Maryland Building, 


EGAL hurdles are being attempted 
having specific bearings on bank- 
ing and its status as an industry 
under the Wage-Hour Act. The disputed 
question as to whether maintenance em- 
ployes are to be included along with 
cashiers, tellers and clerks of banks is 
moving toward a definite decision. The 
Wage-Hour Division publicizes the fact 
that in a Philadelphia case, Federal 
Judge Kirkpatrick held that such em- 
ployes are “necessary to the production 
of goods intended for interstate com- 
merce manufactured by the tenants of 
the building.“ This is officially taken 
to include “thousands of scrubwomen, 
janitors and watchmen,” commenting 
that “the Act applies to all those em- 
ployed ‘in any process or occupation 
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necessary to the production’ of goods 
for interstate commerce.” The law is 
operative, even though payment of 
wages may be through a subsidiary cor- 
poration which, itself, may not be un- 
der the law. A Florida bank is involved 
in such a case. It admits the wage- 
hour application to its own clerks and 
tellers, but not to an elevator operator 
who appealed to Washington, and the 
case was turned over to the Justice De- 
partment. 

New Form of “Trade Area Branch 
Banking”: One of the supervisory 
agencies, now working on its answers 
to the Wagner Questionnaire, is seri- 
ously considering recommendations 
favoring “trade area branch banking to 
meet modern conditions.” This would 
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not, however, be the same as proposed 
by former Comptroller John Pole. The 
“trade areas” would be defined, and 
changed, by the agency, thus giving it 
greater bank controls over such insti- 
tutions as the Bank of America, for 
example. On the other hand, the in- 
dependent bankers would find their 
efforts almost completely nullified. 
Effect of Bond Selling: Government 
and privately employed economists, 
looking ahead on the bond selling drive, 
are talking of the possibility that if it 
is fully successful such a campaign will, 
combined with heavy taxes, bring about 
a slump in trade, especially in the non- 
armament industries. This may, in turn, 
sour the selling of these bonds, eventu- 
ally, and actually promote a drive for 
inflation. Also, it is partially realized 
that the initial efforts to sell these bonds 
may not be dramatically successful, since 
highly paid labor is just beginning to 
realize that it personally needs and de- 


sires some of the good things of life 
—new furniture, cars, clothes, homes, 
silk shirts, fur coats. It is going to be 
very hard to make the war against Hit- 
ler seem close at home so as to be able 
to demand sacrifices. 

NLRB and . Insurance Agents: The 
drive to organize bank clerks and bank 
employes by the CIO and the AFofL 
under the Wagner Act has been featured 
in the Bank of America case, long pend- 
ing without a decision. At the time this 
drive was inaugurated, the insurance 
field was entered. Arguments made 
held that both banking and insurance 
were not under the Wagner Act. Now, 
however, the NLRB announces certifica- 
tion of five AFofL local unions as sole 
bargaining agents of life insurance col- 
lectors in five areas. - Officials of the 
NLRB point out that there is no essen- 
tial difference, for their purpose, be- 
tween unionization of life insurance em- 
ployes and bank workers. 


Maintain Thrift Perspective 


HE rock upon which the banking and economic ma- 


chinery of the world rests is thrift. 


This means that 


both in boom and depression the banker must be the 


staunchest advocate of thrift in the community if he is to 
be true to his stewardship. When prices skyrocket in a 
period of inflation; when speculation is rampant; and when, 
as a result, men inflamed by abnormal prosperity and 
profits, discount the value of thrift, the banker must not 
lose his perspective. The maintenance of economic progress, 
even in a boom, firmly rests upon the rock of thrift. | 

On the other hand, when depression descends upon a 
nation and prices of commodities, land, and securities 
crash; when it is said that “saving for a rainy day makes 
it rain”; and when in the despair that accompanies hard 
times, men cynically declare “to have spent was wise and 
to have saved was folly”—again, the banker must not lose 
his perspective. He knows that the maintenance of eco- 
nomic progress, even in a depression, firmly rests upon 
the rock of thrift—Herbert V. Prochnow, Assistant Vice 
President, The First National Bank of Chicago, in a recent 
address. 


THE BANKERS MAGAZINE for May, 1941 





Investment 
and Finanee 


Epitep By OSCAR LASDON 


War Finance 


HE British Government has finally 

adopted John Maynard Keynes’ 

“deferred pay” plan as an addi- 
tional means to help finance the war 
effort. The latest tax measure places a 
proportion of the taxes assessed to the 
credit of the taxpayer at the post office 
savings bank, where he can draw upon 
his balance at the close of the war. 

The Keynes plan is designed to 
achieve two objectives. One is the rais- 
ing of revenue. The second is the limi- 
tation of demand for consumers’ goods, 
so that inflationary price developments 
may be retarded. Thus, the Keynes 
program involves non-inflationary bor- 
rowing through the institution of 
“forced savings.” 

It is hoped that, at the termination 
of the conflict, the release of these 
credit balances will tend to alleviate the 
ensuing post-war deflation. Professor 
Keynes’ theory, as it is generally under- 
stood, also provides for the imposition 
of a capital levy prior to the release of 
the aforementioned credit balances, as 
a means of payment. Press _ reports 
omit mention of this aspect of the plan 
and the intention of the government in 
this regard is not clear. 

Critics of the Keynes plan state that 
it has every advantage of direct taxa- 
tion except one. At the end of the war 
there is a debt that must be repaid. 
And for this purpose, additional taxes 
must be levied. Therefore, if deferment 
of pay is a practical solution, why 
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shouldn’t more direct taxation be just 
as practical? Doesn’t the latter course 
hinder financial inflation and result in 
a lower debt burden after the war is 
over? 

The British normal tax rate has been 
set at 50 per cent. The new budget 
calls for an expenditure of $16,000,- 
000,000 this fiscal year. War is darned 
expensive. 


a 


SECURITY PRICES 


Despite the great increase in the 
pace of industrial activity, most share 
prices on the New York Stock Ex- 


change have been depressed rather 
than buoyant. Market analysts, search- 
ing cause and effect, attribute such 
performance to a number of §fac- 
tors. In the first place, it must be 
realized that the unfavorable trend of 
the war, as far as Great Britain is con- 
cerned, presents a depressing psycho- 
logical background. This is an element 
of considerable importance, hardly con- 
ducive to investor confidence that 
should underly the assumption of mar- 
ket commitments. Furthermore, many 
industrial concerns seem to be caught 
betwixt the devil and the deep blue sea. 
On the one hand, wage and material 
costs are rising while, at the same time, 
the Administration is applying moral 
suasion to prevent the transmission of 
these increased operating costs to the 
purchaser. Also, in some instances, 
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there has been a diversion from normal 
consumer manufactures to war products, 
with a concomitant lowering of the 
margin of profit. Finally, sharply in- 
creased normal rates of taxation, to- 
gether with the imposition of excess 
profits levies, siphon away a good meas- 
ure of remaining income. 

At the same time, however, the 
second-grade rail bond market is reflect- 
ing the benefits which the carriers ap- 
pear to be reaping from the defense 
program. Durable goods, which must 
be moved by rail rather than by truck, 
are being produced and shipped in ever- 
increasing volume. Transcontinental 
and coastal carriers are recovering a 
substantial amount of tonnage which 
previously has been shipped by water. 
Such tonnage is being rerouted because 
of the shortage of shipping bottoms and 
rising water freight rates. While some 
increase in wage costs may be antici- 
pated, the performance of second and 
third-grade rail bonds has been superior 
to that of equity shares. Large physical 
valuations of properties as well as heav- 
ily funded debt structures allow rela- 
tive freedom from burdensome income 
taxation. But what is more important, 
it should be obvious that our present 
economy, which is essentially a war 
economy, is directed at increased pro- 
duction. The whole emphasis is on 
production, and profits of industrial con- 
cerns are of secondary importance. And 
what is produced must be shipped, and 
the rails have the job of moving the 
goods. 

The expansion of rail traffic is result- 
ing in some highly unusual income 
statements, the likes of which have not 
been seen since the twenties. It is only 
natural that this improvement should 
have some effect on rail “credit” bonds 
which, for the past three years, have 
had few friends in the financial com- 
munity. 


_ 


INFLATION 


The Institute of International Fi- 


nance, in a recent bulletin issued by 
Director John T. Madden, discussed in 
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great detail the danger of inflation in 
the United States. The Institute noted 
that the monetary elements of inflation, 
such as our large supply of gold, huge 
excess reserve balances, rising bank de- 
posits and constantly increasing govern- 
mental deficits, are already with us. It 
was pointed out, however, that present 
conditions differ widely from those pre- 
vailing during the last war. These dif- 
ferences were enumerated as follows: 


1. During the World War, almost the 
entire world provided demand for 
American, agricultural products. Today, 
there is no foreign outlet for existing 
huge supplies. 

2. No general shortages of basic war 
materials, such as was evident during 
the World War, exist in the United 
States or in the Western Hemisphere. 
Furthermore, there is a notable absence 
of competitive bidding for Latin Ameri- 
can mineral products, while output has 
increased substantially. 

3. Our own productive capacity is 
greater than ever before. 

4. Our rearmament program was set 
into operation when a considerable part 
of plant capacity was idle and when 
there was a large number of unem- 
ployed. 

5. The Federal Government has al- 
ready devised methods for retarding too 
rapid increases in prices. 

Attention is called to the fact that in 
this country, “from the point of view 
of demand and supply, no sharp in- 
crease in commodity prices can be 
visualized. The only real danger of 
inflation in this country is in the possi- 
bility that a spiral between wages and 
commodity prices may develop. Since 
it is generally realized, however, that 
inflation is one of the worst economic 
evils that can befall a nation, one may 
assume that the Government will in time 
take measures to prevent the setting in 
motion of such a spiral. 

“The huge rearmament effort, how- 
ever, cannot be superimposed upon a 
normal peacetime standard of life, and 
sacrifices will have to be made by the 
entire nation. This will entail foregoing 
luxury and semiluxury durable con- 
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sumers’ goods, and perhaps a reduction 
in the consumption of those commod- 
ities in which a scarcity may develop. 
There is a strong possibility that after 
all employable labor has been absorbed 
by industry, the hours of work per week 
will have to be increased and the tax 
burden on the entire population will be 
heavier. If the nation as a whole is 
willing to make these sacrifices, which 
would seem trivial when compared with 
the privations and sufferings of the 
populations in practically all countries 
of the globe, the danger of inflation 
will be eliminated.” 


—_ 


ANTI-INFLATION DRIVE 


In view of the situation outlined 
above, it is not surprising that Admin- 
istration authorities are devising a pro- 
gram to check growing tendencies to- 
ward price inflation that may arise as 
the result of the huge Federal expendi- 
tures for defense purposes. This pro- 
gram is also being shaped to divert 
larger amounts of production from or- 
dinary to wartime needs. 


Purchasing power is expected to be 
curbed through the imposition of higher 
taxes on both corporation and _indi- 


vidual incomes. Civilian demand will 
thus be curtailed. 

From a monetary standpoint, deposit 
expansion will be restricted as far as 
possible through the financing of de- 
fense needs from public savings rather 
than commercial bank funds. This 
phase is commented upon elsewhere in 
this department. 

Consideration is being given to the 
restriction of installment selling. This 
is reported to be under discussion in 
Federal Reserve Board circles but de- 
tails have not as yet been worked out. 

Powers of price stabilization and con- 
trol are to be extended and strength- 
ened. Price control is under the newly 
established Office of Price Administra- 
tion and Civilian Supply, directed by 
Leon Henderson. 

In the April Federal Reserve Bulletin, 
E. A. Goldenweiser, Director of the Di- 
vision of Research and Statistics, ac- 


THE BANKERS MAGAZINE for May, 


knowledges the fact that while evidence 
of inflation is not as yet apparent, 
preparations should be made to prevent 
its development. According to Dr. 
Goldenweiser, a Federal fiscal policy, 
based primarily on paying for the cost 
of rearmament through increased taxa- 
tion, is one of the principal safeguards 
against inflation. He also suggests that 
such a program should be supplemented 
by a policy of borrowing against sav- 
ings, already noted. 


—_ 


PAPER MONEY AND BOND 
INTEREST 


Recently, Representative Patman of 
Texas proposed that the Government 
finance its expenditures by issuing new 
money, thus avoiding the payment of 
interest. This recommendation brought 
a sharp rejoinder from Marriner S. 
Eccles, Chairman of the Federal Re- 
serve Board. 

Mr. Eccles pointed out that it would 
be contrary to the public interest to 
pursue such a course of action. “Bor- 
rowing by the Government, at interest,” 
declared the chairman, “particularly 
the borrowing of money actually saved 
by consumers, rather than the issuance 
of currency, is a necessary safeguard 
against inflation, particularly at this 
time.” Another reason cited was that 
“borrowing by the Government at in- 
terest is an essential part of the capi- 
talist economy in which we live.” 

Mr. Eccles further stated: “Your plan 
is inconsistent with the nature of our 
capitalistic democracy. As our eco- 
nomic system works, a large part of the 
public saves a part of its income which 
is invested in homes or in plant equip- 
ment and the like, which supply cur- 
rent goods and services to others. Or 
they lend to the Government to meet 
its expenses in excess of tax receipts. 

“Interest is the most common form 
of compensation that these individuals 
obtain for the use of their money. These 
savings are often not invested directly 
but are entrusted to insurance com- 
panies, banks, and other institutions, 
which do the lending. These institutions 
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receive interest and in turn either pay 
interest or provide services to savers, 
as well as meet their operating costs.” 


PER CAPITA DEBT AND TAXES 


According to the Bureau of the Cen- 
sus, as of July 1, 1940, the start of the 
current fiscal year, total public debt in 
the United States amounted to $470 
per capita. For each family the figure 
was $1,813. State and local govern- 
ment debt amounted to $154 per capita 
while the Federal debt was $326 for 
each person. 

During mid-year 1940, state debt was 
$3,505,000,000, other local debt 
amounted to $16,720,000,000 while Fed- 
eral governmental debt was $42,971.,- 
000,000. In the last ten months, state 
and local governmental debts have not 
changed materially. However, the Fed- 
eral debt has risen to $47,167,000,000 
and is expanding at a rapid pace. The 
former figure alone now amounts -to 
$450 per capita. 

It is also interesting to note Census 
Bureau estimates that taxes took one- 
fifth of the national income for the 
fiscal year ended June 30, 1940. Col- 
lection by all Federal, state and local 
governments amounted to approximately 
$14,300,000,000. This represented tax 
collections at the rate of $410 per 
family and $109 per capita. Of this 
latter sum, the Federal Government re- 
ceived $39, the state government col- 
lected $27 while local governments ob- 
tained the remaining $43. 


SAVINGS BONDS 


The Treasury is releasing three new 
issues of Savings Bonds as a means of 
securing funds for the defense program. 
These bonds are designed to absorb in- 
vestors’ savings; by tapping some of 
the available purchasing power, less 


fuel will remain for inflationary ex- 
cesses. 

1. The Defense Savings Bonds yield 
2.90 per cent to the maturity date, which 
is ten years from the time of issuance. 
No interest coupons are provided, as 
the bond is a discount obligation issued 
at 75 per cent of its redemption value. 
Only individual investors may purchase 
this issue; subscriptions cannot exceed 
$5,000 redemption value per annum. 

2. Series F Appreciation Redemption 
Plan Savings Bonds mature in twelve 
years and yield 2.53 per cent if kept 
for the full life of the obligations. Like 
the Defense Savings Bonds, this obliga- 
tion is of the discount type but is issued 
at 74 per cent of par. As much as 
$50,000 par value of this issue may be 
purchased in any one year. 

3. Series G Income Plan Savings 
Bonds also fall due in twelve years, 
yielding 2.50 per cent to maturity. Un- 
like the two above issues, however, in- 
terest is paid semi-annually by check 
by the Treasury. One common feature 
of all three issues is provision, accord- 
ing to specified schedules, for redemp- 
tion at various levels below par, should 
the return of funds be desired before 
maturity. The investor may purchase 
$50,000 of Series G bonds in any year 
but may not purchase more than this 
total of Series F and G bonds combined. 

Corporations and _ institutional in- 
vestors are limited to the F and G 
bonds, and may not purchase the De- 
fense issue. All three issues are non- 
transferrable. 

Savings stamps will also be sold at 
post offices in denominations of ten 
cents, twenty-five cents, fifty cents, $1 
and $5. These bear no interest but 
may be exchanged for a ten year $25 
par value Defense Savings bond when 
$18.75 of these stamps are accumulated. 

The Savings Bond method of finance 
is particularly desirable because _ it 
avoids expansion of bank deposits. But 
because of the large amount of financ- 
ing which must be accomplished, re- 
liance on commercial banks for some 
measure of support remains. 
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LETTER 8 


—wherein readers speak freely regarding articles ap- 


pearing in Tue Bankers Macazine, subjects of gen- 


eral banking interest, etc. 


All letters are welcome— 


address them to Tue Banxers Macazineg, 185 Madison 


Avenue, New York, N. Y. 


Agrees With DuBois 


I have read these articles [on branch and 
independent banking in the April issue of 
Tue Bankers MaGazine] with real interest, 
and I appreciate the opportunity to com- 
ment. 

From its very inception the Independent 
Bankers Association has rendered good 
service. Our first efforts were used in de- 
feating a branch bank bill. Our continuous 
objection to bank centralization has done 
much to retard the expansion, and the as- 
sociation has continuously rallied more 
members to its banner. 

I agree with Mr. DuBois that branch 
banking is un-American, that it is detri- 
mental to free enterprise, that the independ- 
ent home-owned bank can do a much better 
banking service than can an office directed 
from a distant point. I am also thoroughly 
convinced that if independent banking is to 
survive, there must be an organized effort 
on its behalf. This association, of which I 
am a council member, has spread from Min- 
nesota into some thirty other states. Its 
influence will be in proportion to the num- 
ber of bankers that are enrolled in the 
organization. It has a definite program, 
and it is carrying out the ideas of its found- 
ing fathers. It has not deviated from its 
course. Its support should continually in- 
crease, 

Rob’t. D. Beery, President 
Union State Bank, 
Browns Valley, Minn. 

(Editor’s Note: Mr. Beery was Ben 
DuBois’ predecessor as secretary of the In- 
dependent Bankers Association, and did 
much of the pioneer work of this organiza- 
tion, which started in 1930. In 1933 he was 
asked by the Commissioner of Banks of 
Minnesota to take charge of the liquidation 
department, and later was appointed Com- 
missioner of Banks for Minnesota.) 
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Why Fight Each Other? 


While I found the articles on branch and 
independent banking, in your April issue, 
of considerable interest, I am mystified by 
the activity on both sides at this particular 
time. Controversies between branches and 
independents have lately flared forth anew 
in various parts of the country, and more 
than one restrictive bill is in the Congres- 
sional mill today. And yet, banking really 
faces a far more serious problem than that 
of the extension or freezing of branches. 
Banking as a whole faces the problem of 
survival. 

I think this was nicely summed up in your 
March issue in an excerpt from one of E. W. 
Porter's Idaho Bankers Association bul- 
letins. Mr. Porter questioned the advisabil- 
ity of: branch-independent controversy, and 
pointed out that the problem “now is 
whether any privately owned banks are in- 
tended to survive much longer.... The 
threat most evident is from politicians who 
desire to destroy both the branch and the 
independent organizations. . . .to substitute 
therefor a Government owned and operated 
central bank under political control.” 

I agree with Mr. Porter, both as to the 
real danger today, and as to the waste of 
time and effort fighting among ourselves. 
Isn’t it high time that banking—branch and 
independent—present a united front against 
further Government inroads? As our de- 
fense or war economy progresses, additional 
hysterical or political pressure will be 
exerted for further control over the banks, 
and it will be wise for us all to forget our 
internal differences and prepare to fight 
shoulder to shoulder to preserve the entire 
American banking system. 


A Mid-Western Banker 
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Stimpson’s Gold Pen 


The orders for this pen are so numer- 
ous that the manufacturer cannot as yet 
supply the demand. Mr. Stimpson, who 
is one of the three tellers of the Mer- 
chants’ Bank of Boston, has for several 
years been engaged in experiments for 
the improvement of the gold pen. We 
think he has succeeded far better than 
any other maker. The pen invented by 
Mr. Stimpson has three slits, possesses 
perfect elasticity, and holds as much ink 
as is desirable for any penman. It is 
provided with a silver sheath, which 
protects it fully while not in use. Sold 
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New Banking Laws 


Many of the State Legislatures during 
the last four months have been trying 
to improve the laws relating to the busi- 
ness of banking. Such action has been 
very general, especially among the 
Western and far Western States. The 
failures that have occurred within seven 
months have awakened public attention 
to the need of a more stringent super- 
vision of these institutions. The regula- 
tion of private banking, especially, is 
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LOOKING BACK 


Selections from the Banking, Financial 
and Economic Thought of the Past 
Which Apply to Today’s Problems. 


Enitep By KEITH F. WARREN 


90 YEARS AGO 


50 YEARS AGO 
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May, 1851 


by Oakes and Darling, 16 State Street, 
Boston. Price $2.50 each. 


Courtesy 


All the officers of the company who 
come into communication with the pub- 
lic should be instructed to behave with 
the utmost courtesy; and if they do so, 
they are entitled to courtesy in return. 
No shareholder should address an offi- 
cer of the company as if he were his 
own individual servant; nor should he, 
in his transactions with the company, 
expect any undue attention or prefer- 
ence on account of his being a share- 


holder.—J. W. Cilbart. 


May, 1891 


regarded as a public duty, but consti- 
tutional objections have been interposed 
which doubtless have deterred legisla- 
tors in some cases from acting. The 
difficulty has been surmounted in Cali- 
fornia, North Dakota and other States, 
by requiring all bankers to become in- 
corporated; and when this is done, no 
one will question the right of a Legisla- 
ture to make such regulations for the 
conduct of a banking corporation as 
may be deemed proper. In several Leg- 














islatures this has not been regarded a 
serious difficulty, and private bankers 
are to be examined as though they were 
banking corporations. 

The reasons for renewing and 
strengthening the State regulations per- 
taining to banking may be briefly men- 
tioned. The first is, that there is a 
noteworthy movement among the Na- 
tional banks for a conversion into State 
institutions. If these changes are to 
occur, it is certainly desirable to enact 
laws which will have the effect to render 
the banks conservative, and in every 
way worthy of confidence. Of course, 
some banks are opposed to such legis- 
lation, but they are not the conserva- 


tive ones. On the contrary, they are 
heartily in favor of it, for they know 
that the public welfare will thereby be 
promoted, and, in the end, they too 
will be the gainers. Possibly profits 
may be temporarily diminished by the 
requiring of a larger reserve than has 
usually been kept, and by establishing 
other regulations of a similar conserva- 
tive character, but experience has clearly 
proved that the banks which practice 
conservative methods enjoy the largest 
confidence, increase their deposits more 
rapidly and, in short, transact a larger 
business than other banks, and are 
more profitable than those which take 
larger risks. 


25 YEARS AGO 
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‘‘People Must Be Kept Down’’ 


From a book (“Man, the Social 
Creator,” by Henry Demarest Lloyd) 
published not so very long ago by a 
well-known publishing firm is obtained 
this illuminating piece of information 
about banking: 

“In every banking parlour you can 
hear it argued that the people must be 
kept down, since only thus will they be 
virtuous and society safe.” 

What is a “banking parlour?” Others 
better informed than THE BANKERS 
MAGAZINE must answer this question, 
but presumably it is some place in a 
bank where bankers assemble to argue 
“that the people must be kept down.” 

What a strange notion! And yet one 
that more commonly obtains than many 
bankers realize. Were it a merely 
isolated opinion, or expressed the con- 
viction of some one making a savage 
attack upon business enterprise of all 
sorts, it might be passed by without 
notice. But the opinion is all too com- 
mon. Not long ago a class of men were 
assembled for the study of the Spanish 
language, and when the instructor asked 
for the Spanish equivalent of banker, 
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quick as a flash came the reply, ladron! 
It is certainly not very complimentary 
to the banking profession that even the 
young men consider its members 
thieves. 

And the quotation above is from a 
carefully written study of sociology, 
presenting views that upon the whole 
are sound and moderate; and yet the 
late Mr. Lloyd said about the harshest 
and most unjust things about banks 
that possibly could have been said. 


The whole purpose of a bank is just 
the reverse of what Mr. Lloyd declares 
it to be. Banks are trying to help 
people up and to keep them up, and 
not to keep them down. It is unneces- 
sary to tell bankers this, for they al- 
ready know it. 


But why do so many people really 
lend an ear to these false assertions? 
. . . Because the banks, the railways and 
the large business concerns allow the 
demagogue to go up and down the land 
like a roaring lion, making his bread 
and butter by denouncing them, while 
they themselves sit still under these 
false accusations and the people believe 
them to be true. 





Financial 
Situation 


HILE as of mid-April the Euro- 

pean war had arrived at no de- 

cisive stage, its character had 
undergone a change by the intensifica- 
tion of hostilities in Southeastern 
Europe. For some weeks the conflict 
had been chiefly confined to the Greek 
and Italian forces, but last month Ger- 
many, Yugoslavia and Great Britain 
became actively engaged in this theater 
of operations. British forces, which for 
some time had been operating with al- 
most uninterrupted effectiveness in 
Africa, have experienced some reverses. 
Japan and Russia have signed a neutral- 
ity treaty, whose terms and purposes 
are being subjected to various interpre- 
tations. The United States moves closer 
to the war zone by announcing intention 
to occupy bases in Greenland. This 
country has also authorized its shipping 


Abroad.. 


A Monthly Survey 


to use the Red Sea, heretofore banned 
as being within the belligerent area. 


_ 


CHINA ESTABLISHES AN 
ECONOMIC CABINET 


As reported by the Trans-Pacific 
News Service, a special economic “cabi- 
net,” called the Economic Conference, 
has been recently set up in Chungking, 
China’s wartime capital, to cope with 
the growing economic problems of the 
country. Reports within the last few 
months have emphasized the increasing 
need for government controls over com- 
modity and food prices, the menace of 
hoarding, and other difficulties which 
China, in her fourth year of resistance 
against Japan, is now beginning to feel. 
The new Economic Conference has as 
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its immediate objectives the stabiliza- 
tion of grain and commodity prices, 
and the waging of economic warfare 
against the enemy. 


—_ 


ARGENTINE-U. S. TRADE 


As reported by the Buenos Aires 
branch of the First National Bank of 
Boston, the United States is now buying 
more from Argentina than it sells to 
that country. For the first two months 
of this year the United States bought 
from Argentina three times as much as 
it sold, and occupied first place both as 
a seller with m$n 24,864,680, or 23.6 
per cent, and as a buyer with m$n 73,- 
945,035, or 38.7 per cent of the total. 


PANAMA ADJUSTS ITS DEBT 

At the offices of The National City 
Bank of New York, April 1, the official 
closing ceremony in connection with 
the readjustment of the external debt 
of the Republic of Panama took place. 

Attending the ceremony in representa- 
tion of the Republic of Panama were 
His Excellency, Enrique Linaries, Jr., 
Minister of Finance and Treasury of the 
Republic and His Excellency A. G. 
Arango, Comptroller General of the Re- 
public. Representing The National City 
Bank of New York were Victor Schoep- 
perle, vice-president, Stewart C. Pratt, 
vice-president, Nelson Stuart, trust offi- 
cer and Frederick W. Jackson, counsel 
for The National City Bank of New 
York; representing the financial ad- 
visers of the Republic of Panama, were 
George F. Train and Alfonso Manero 
of Glore, Forgan & Co., and William 
H. Bokum of Hornblower & Weeks. 
Also present was William Merrick 
Parker of Covington, Burling, Rublee, 
Acheson and Shorb of Washington, 
D. C., counsel to the Republic. 

This closing ceremony marked an 
event of historic importance in that the 
Republic of Panama completed a plan 
involving the readjustment of its ex- 
ternal debt on the basis of a solution 
proposed to and accepted by a substan- 
tial majority of the holders of its ex- 
ternal bonds. This marks the first occa- 
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sion on which any foreign government 
has reached a settlement of its debt to 
citizens of the United States on a basis 
of prior acceptance by a_ substantial 
majority of the security holders. 

The Minister of Finance and Treas- 
ury expressed himself as highly grati- 
fied by the codperation on the part of 
the American holders of Panama’s ex- 
ternal bonds and felt that this was a 
definite demonstration of the growing 
goodwill and closer relationship exist- 
ing between the United States and the 
Republic of Panama. 


_ 


JAPAN’S DEFICIT FINANCING 


The Japanese Parliament in January 
started to cope with the biggest budget 
deficit in Japan’s history. The Tokyo 
Government estimates the ordinary and 
extraordinary State expenditures of 
Japan for the 1941-42 fiscal year begin- 
ning in April at yen 11,000 millions. 
This sum comprises about yen 7,500 
millions of military and naval expenses 
on the China war, new armaments for 
a possible new martial venture, and 
maintenance of the country’s fighting 
forces, whereof about yen 1,000 mil- 
lions is disguised under other accounts. 
Ordinary revenue is estimated at but 
slightly above yen 4,500 millions, so 
that the deficit is expected to be about 
yen 6,500 millions. It will have to be 
covered, in the absence of any Japanese 
State credit abroad, through additional 
issues of new domestic loans. 

The State Budget covers only part 
of the money which the Tokyo Govern- 
ment proposes to raise in 1941-42 from 
the people of Japan. In addition, spe- 
cial, prefectural and municipal budgets 
require yen 4,000 millions, while yet an- 
other yen 6,000 millions is wanted for 
financing the expansion of Japanese 
arms and munitions industries. It all 
adds up to a grand total of some yen 
21,000 millions, of which some yen 
8,000 millions is to be raised directly, 
and the remainder of yen 13,000 mil- 
lions by means of another thrift cam- 
paign in which the Japanese people are 
supposed to save up that much money 
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for subscription, by their banks and 
savings institutions, to Government 
loans and new industrial bonds. What 
the yen 21,000 millions means to Japan 
will be appreciated only when this sum 
is set against the latest estimates of an- 
nual income in Japan, which varied 
between yen 26,000 millions and yen 
29,000 millions. The Japanese State 
thus proposes to lay hands, directly and 
indirectly, upon three-quarters of the 
national income of Japan. 


The Tokyo Government’s ordinary 
revenue is about sufficient to cover cur- 
rent State expenses except those for the 
China war, army and navy armaments, 
and war industrial expansion. Tokyo’s 
main financial problem clearly is the 
placing of yen 13,000 millions of war, 
deficit and industrial expansion bonds. 
The problem this year is more compli- 
cated than in years past. Economic ac- 
tivity in Japan has been on a steady 
decline since the summer of 1939, 
though advancing inflation for a long 
time provided increased value figures 
which disguised a declining volume of 
production, trade and consumption. But 
since last summer, despite the continu- 
ous rise in paper money circulation, the 
increase in bank deposits and in savings 
slowed down; all private financial in- 
stitutions had to curtail credits, and the 
Japanese financial world’s digestive ca- 
pacity for bonds has decreased. As a 
result. the Bank of Japan is marooned 
already with a yen 3,000 million port- 
folio of Government bonds financed 
with 75 per cent of the bank’s note 
issue, which has increased to more than 


three times the issue prior to the China 
war. 


The consolidated internal State in- 
debtedness of Japan at the end of last 
year reached yen 27,008,150,000, show- 
ing an increase of yen 6,754,574,000 
over the end of 1939, and amounting to 
almost three times as much as the yen 
9,072,125,000 figure for the end of 
1936. Japan has fought, and continues 
to fight, the China war on internal Gov- 
ernment credit. The servicing and 
amortization of this indebtedness will 
devour little less than 40 per cent of 
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Japan’s current ordinary revenue, and 
almost half of it when the new bond 
issues, now under the Japanese Parlia- 
ment’s consideration, have been ef- 
fected.—Shanghai Correspondence, The 
Economist (London). 


_— 


BRITAIN’S WAR FINANCE 


In its March issue The Bankers Maga- 
zine of London says: 


On the 6th of last month the Chancellor 
of the Exchequer obtained from the House 
of Commons two votes of credit, namely, 
£ 600,000,000 for the current financial year 
and £1,000,000,000 for the coming vear, 
these votes being for the prosecution of 
the war. Last October, when the previous 
vote of credit for £1,000,000,000 was taken, 
the average weekly expenditure on the war 
was estimated at £64,000,000, but recently 
the actual expenditure has been at the rate 
of about £73,000,000 a week. Adding the 
present vote of credit of £600,000,000 to 
the previous amounts for the current finan- 
cial year, a total is reached of £3,300,000,- 
000. The Chancellor of the Exchequer has 
pointed out that the present rate of ex- 
penditure is more than double that of a 
year ago. It was then about £5,000,000 
a day, of which £4,000,000 was for fight- 
ing services; today it is about £10,500,000, 
of which £8,000,000 is for the fighting serv- 
ices and £2,500,000 for other war services. 
Including other outlays of the Exchequer, 
the total expenditure is now estimated at 
approximately £12,250,000 a day. 

How greatly these estimates exceed those 
of the budget in April of last year, and 
even those of the supplementary budget in 
July, may be gathered by recalling the 
earlier figures. In the budget of last April 
the total expenditure for the year was. esti- 
mated at £2,666,790,000 and the revenue at 
£ 1,234,391,000, thus giving an excess of ex- 
penditure over revenue of £1,432,399,000. 
In the supplementary budget of last July 
the estimated expenditure was _ raised 
sharply to about £3,400,000,000, but even 
that figure may have been exceeded, and it 
would not be surprising if the actual ex- 
penditure for the current year were to be 
over £3,500,000,000 which, even allowing for 
revenue possibly exceeding the estimate, 
will leave a huge deficit. 


— 


CUBA’S FOREIGN TRADE 


Cuban imports during January, 1941, 
totaled $9,452,278, compared with 
$8,209,337 in December, 1940, and 
$9,551,494 in January, 1940. Imports 
from the United States amounted to 
$8,093,326, against $7,068,718 in De- 


cember, 1940, and $7,019,144 in Janu- 
ary last year. Imports from Europe 
were valued at $481,450, compared with 
about $437,000 in the preceding month 
and $1,108,511 in January, 1940. 
Exports during January, 1941, to- 
taled $11,746,477 (the largest for any 
month since July, 1940), compared with 
$6,887,662 in December, 1940, and 
$9,816,238 in January, 1940. Ship- 
ments to the United States, valued at 
$10,904,296, comprised 92.8 per cent 
of the value of total exports, compared 
with $7,149,281, or 72.8 per cent, in 
January, 1940.—Foreign Commerce 


Weekly. 


—— 


ECONOMIC CONDITIONS IN BRAZIL 


As reported by the Foreign Commerce 
Weekly, general business during the 
thirty days ended March 21 continued 


the high rate of activity witnessed in 
January and February, notwithstanding 
restricted export trade to Europe be- 
cause of war, a record-breaking heat 
wave during most of February, and the 
carnival season, which usually retards 
trade. March sales in most lines im- 
proved over the comparable 1940 
period, and some were as much as 100 
per cent better. January Sao Paulo 
sales were the highest on record. 


Federal financing of the country’s 
chief crops, coffee and cotton, has pro- 
vided or will provide money for citizens 
who have had their incomes reduced 
because of virtual stoppage of export 
trade to Europe. That development and 
a rapidly growing internal market are 
being advanced as explanation for the 
continuance of the highly favorable in- 
ternal trade experienced thus far in 


1941. 


INTERNATIONAL BANKING NOTES 


R. W. Gillespie, president of the 
board of directors of the Bank of New 
South Wales, Sydney, recently pre- 


sented the following report of the direc- 
tors for the year ending September 30, 
1940. 


The net profits for the year, after deducting rebate on current bills, in- 
terest on deposits, and paying income, land and other taxes; reducing 
valuation of bank premises; providing for bad and doubtful debts, 
fluctuations in the value of investment securities, and other contin- 
gencies; and including recoveries from debts previously written off as 


bad, amount to 
To which is added— 


Undivided balance from 30th September, 1939........ 


£544,769 17 9 


5 10 


£191,053 


£735,823 3 


Interim dividends at the rate of 6/-per share Australian currency for 
quarters ended 3lst December, 1939, 31st March, 1940, and 30th June, 


1940, paid out of the year’s profits, in terms of Clause 105 of Deed of 


Settlement 


£395,100 0 


Leaving a balance of £340,723 3 


which the directors recommend to be dealt with as follows: 
To quarter's dividend to 30th September, 1940, at the rate of 6/-per 


share Australian currency 
To balance carried forward 


£131,700 0 0 
£209,023 3 7 


£340,723 3 


As part of our contribution to the war effort, the following branches of the Bank have 


been closed 
(N.Z.), and Kavieng (N.G.). 


Captain’s Flat (N.S.W.), Mingenew (W.A.), Culverden (N.Z.), Waimate 
The branches at Greenhills (W.A.), and Beacon (W.A.) 


have been converted into agencies, and the Margaret River (W.A.) agency has been con- 


verted into a branch. 


In addition several agencies have been closed. 


Our branches and agencies now number 875. 
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Head Office: Montreal 


OFFICES in the UNITED STATES 


New York Agency: - 64 Wall Street 
Chicago Office: 27 South La Salle Street 


San Francisco Office : Bank of Montreal 
(San Francisco) — 333 California Street 


USINESS is at a high level in both 
war and non-war departments, 
with the number of war contracts 

steadily increasing and the purchasing 
power of factory labor steadily advanc- 
ing, reports the Bank of Montreal in 
its Business Summary for April 23. The 
summary continues: 

“By March 31 war contracts awarded 
by the Dominion Department of Muni- 
tions and Supply had reached a total 
value of $1.523,837,000, the commenc- 
ing date being July 14, 1939. Of this 
sum, $841,637,000 was on Canadian 
account, including commitments for 
plants and plant extension, while the 
aggregate commitment on United King- 
dom account was $665,000,000. British 
Government commitments for plants 
and extensions included in the forego- 
ing, together with orders for output of 
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some of these plants, reached a total of 
$198,000,000. An amount of $17,200,- 
000 represented contracts placed for air- 
port construction under the joint air- 
training plan. In all, more than 95,000 
contracts have been placed by the De- 
partment and the organizations which 
preceded it. Toward the cost of the 
war, industrial corporations are making 
heavy contributions, for the various 
forms of taxation which they are called 
upon to bear have increased so sharply 
that, notwithstanding unprecedented 
gains in gross profits all along the line, 
decreased net income after taxation is 
general. 

“There has been less evidence than 
usual of the business hesitancy which 
customarily precedes presentation of a 
federal budget. The sales of depart- 


ment stores in March showed a gain of 
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17.7 per cent in dollar value over the 
value for March, 1940, despite the fact 
that this year Easter fell in April. Mer- 
chants report that the Easter trade has 
been the heaviest since 1929 and at- 
tribute the improvement to the enlarge- 
ment of general purchasing power 
through the great increase in employ- 
ment and rises in wage scales. 


“The budget will be presented soon 
after Parliament reassembles and all the 
portents indicate that additional taxa- 
tion will be imposed. An increase in 
taxation on sugar is forecast by a Gov- 
ernment order increasing the price of 
sugar at the refineries by one cent per 
pound to check forward buying. Besides 
ordinary expenditures estimated at 
about $433,000,000, Canada will have 
during the fiscal year to provide for 
war expenditures totalling roughly 
$1,450,000,000 and other heavy obliga- 
tions have been assumed, for the Prime 
Minister has stated that Canada has 
undertaken to finance during the fiscal 
year 1941-42 a deficit of Britain in her 
exchanges with Canada estimated at $1,- 
150,000,000. Forecasting that Canada’s 
gross national income in this fiscal year 
will rise to $5,950,000,000, he estimated 
that a sum equivalent to 44 per cent 
of this income will be required to meet 
war commitments. The Prime Minister 
has paid a visit to Washington and he 
has held conferences with President 
Roosevelt, Mr. Morgenthau, Lord Hali- 
fax and others. At the conclusion of 
the Prime Minister’s visit a joint state- 
ment was issued of a plan by which the 
economies of the two countries will be 
merged for the production of war ma- 
terials for British aid and hemispheric 
defense. The net effect will be to en- 
large United States purchases from 
Canada by an amount estimated at be- 
tween $200,000,000 and $300,000,000 
per annum, thus assisting Canada in 
meeting part of the cost of Canadian 
defense purchases in the United States. 
The United States will purchase from 
Canada certain kinds of munitions, 
strategic materials, aluminum and ships, 
for the speedy production of which 
Canada is equipped, and Canada, in 
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turn, will be enabled to purchase in 
even larger quantity defense materials 
which it can only obtain from the 
United States. A feature of the agree- 
ment is that certain component parts to 
be used in equipment and munitions 
which Canada is producing for Great 
Britain will be supplied by the United 
States under the Lease-Lend Act. 

“The intense activity now prevailing 
in the manufacturing field is especially 
apparent in the iron and steel indus- 
tries, their scale of operations being at 
the highest level in their history. New 
munitions plants are coming into pro- 
duction at regular intervals and Canada 
will soon be manufacturing almost the 
full range of armaments. There is also 
to be a great acceleration of the con- 
struction of cargo vessels, a Govern- 
ment-controlled corporation having been 
organized to turn out a minimum of 
60 sizeable ships per annum. 


“The Minister of Finance has out- 
lined a number of changes in the overa- 
tion of the Excess Profits Tax. These 
include changing the period for com- 
puting standard profits from the fiscal 
years ending 1936-39 to calendar years. 
The taxpayer is to be permitted to select 
his three best years out of the four, or 
his two best out of three if the business 
was in operation only three of the four 
standard years, provided that profits of 
the worst year were less than 50 per 
cent of the average for the other years. 
An important provision will allow the 
taxpayer to provide for decline in in- 
ventory values either to the prices pre- 
vailing at the close of his 1939 period 
or to those obtaining during August, 
1939. The reserve for this purpose 
must be utilized within one year after 
the act is repealed, otherwise it will 
be added to taxable profits in the second 
year. Another change provides that 
standard profits adjustments for capital 
changes are to be limited to a fixed rate 
of 714 per cent on the capital change, 
subject to the right of any company to 
be treated as a new concern if new capi- 
tal to the extent of 33 1/3 per cent has 
been added. 

“The report of the chartered banks 
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as at the end of February recorded an 
increase during the month of $42,207,- 
000 in demand deposits, of $18,897,000 
in notice deposits and of $7,795,000 in 
commercial loans in Canada. Bank 
debits to individual accounts in March 
totalled $2,838,000,000 as compared 
with $2,413,000,000 in March, 1940.” 


The Canadian Bank of Commerce 


Analyzing Canadian economic de- 
velopments and war effort, the April 
issue of the Monthly Commercial Let- 
ter, issued by The Canadian Bank of 
Commerce, Toronto, states: 

“From official reports on the vast na- 
tional armament program we have been 
able to estimate fairly closely the 
amount of money actually spent in 
Canada for war purposes... . It is 
estimated that fully $700,000,000 was 
turned into the national war account 
in 1940. 

“It is important to note, however, 
that not only was the greater part of 
this large amount spent in the last half 
of the year, but that the heaviest ex- 
penditures were made in the final quar- 
ter, when the Dominion Government’s 
disbursements alone both in and outside 
Canada averaged about $80,000,000 per 
month, as compared with a monthly 
average of $55,000,000 in the preceding 
quarter and one of less than $15,000,- 
000 in the October-December period of 
1939. The average for the first two 
months of 1941 was $85,000,000, but 
the direction of the funds altered; in- 
deed, the disbursements were spread in 
more numerous directions than ever be- 
fore as several new armament plants 
were brought into production, as the 
emphasis on mechanical equipment in- 
creased and as preparations were 
hastened for an almost complete range 
of armament, including more ship 
building than was in progress or even 
contemplated a few months ago. The 
shifting requirements resulted in more 
widespread and stricter governmental 
priorities for some materials, and less- 
ened demands for other commodities. 

“Thus, while the domestic produc- 
tion of steel rose in the January- 
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February period by 17 per cent over 
that of the first two months of 1940, 
an increased proportion was turned to 
war purposes. On the other hand, war 
requirements for lumber and_ textile 
goods were less pressing, though still 
of large volume, and a greater propor- 
tion of these products was available for 
the civilian market; in fact, the cotton 
bales opened for milling in February 
were slightly fewer than those in the 
like month of last year. While intense 
and widespread activity prevails in con- 
struction and new contracts awarded in 
the first quarter of this year were about 
double those of the first three months 
of 1940, many of the major defense 
projects have been completed and most 
of the work now in progress is expected 
to be finished during the next few 
months; the indications therefore are 
that the demand for most building ma- 
terials, including lumber, will soon de- 
cline. 

“Newsprint production in January 
and February was 5 per cent above that 
of the like months of last year, but the 
marked expansion of the late spring 
and early summer of 1940 is not ant 
fully to be repeated, although the 
American demand for Canadian wood 
pulp may be of such proportions as to 
offset a decline in paver and to keev 
the industry as a whole busily engeged 
in the next quarter. 


“A more general view of industrial 
conditions is afforded by our index of 
activity in factories and mills, while the 
data on payrolls serve to show the cur- 
rent purchasing power derived from 
mining, logging, construction, transpor- 
tation and trade. Since mid-December 
our index of industrial activity has risen 
by 8 per cent, a contra-seasonal move- 
ment, and it is about 30 per cent higher 
than a year previous. ... Our wage 
payroll index for February (unadjusted 
for the number of working days) was 
about 3 per cent below January but 
33 per cent above February, 1940; for 
manufacturing alone the increase over 
a year ago was 40 per cent, and for 
trade 20 per cent. 

“Tt is probable that the present trends 
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in industrial production will continue, 
and even be accentuated, as the Gov- 
ernment’s war program expands in ae: 
cordance with its new budget, which 
provides for total direct war expendi- 
tures of $1.450,000,000 in the fiscal 
year beginning April 1 (about two- 
thirds greater than the estimates in the 
last twelve-month) exclusive of credit 
to the British Government of $400,000,- 
000 in the form of repatriation of 
Canadian securities held in the United 
Kingdom. It is probable, also, that 
the total actual payments for war pur- 
poses within Canada in the first half 
of the current year will be at least 
$500,000,000, indeed, that they may 
more closely approach those for the en- 
tire year 1940 unless a large volume of 
British requirements allotted to Canada 
is transferred to the United States under 


the Lease-Lend Bill.” 


The Royal Bank of Canada 


Reporting on Canada’s trade with the 
United States in 1940, the April bulle- 
tin of The Royal Bank of Canada, Mon- 
treal, states: 

“The necessities of war and the need 
for United States dollar exchange to 
finance purchases of war materials and 
supplies in the United States have given 
increased importance to Canada’s trade 
relations with that country. Canadian 
commodity exports to all countries ex- 
ceed our total imports in value, although 
the excess value of exports over im- 
ports in 1940, $111 million, was the 
smallest reported since 1932. When 
this balance is analyzed, it is apparent 
that Canada has a large favorable bal- 
ance with Great Britain and other coun- 
tries of the ‘sterling bloc’ but an un- 
favorable balance with the United 
States. Before the outbreak of hos- 
tilities in September, 1939, this defi- 
ciency was easily met by converting the 
sterling surplus into United States dol- 
lars but foreign exchange control on the 
part of the British Government has now 
rendered this course impossible. While 
our excess of exports to Great Britain, 
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due to the ever-mounting flow of muni- 
tions, foodstuffs and other supplies to 
that country, has continued to increase, 
imports from the United States have 
risen even more rapidly. In 1939, the 
value of these imports averaged slightly 
more than $40 million monthly; this 
value rose to $64 million in June, 1940. 
and to $7414 million in November. The 
total for the year 1940 was $744 mil- 
lion, nearly a quarter of a billion dol- 
lars, or 50 per cent more than in 1939. 
Part of this increase was caused of 
course by the enhancement in value due 
to the premium on United States dol- 
lars in terms of Canadian, but the great 
proportion arose from the increase in 
the importation of essential war ma- 
terials from the United States. 


“Canadian products exported to the 
United States had a total value of $443 
million in 1940, $63 million more than 
in 1939. Of this increase no less than 
$49 million is accounted for by gains 
in shipments of wood and paper prod- 
ucts. This is natural, as our largest 
single export in recent years has been 
newsprint; shipments of this com- 
modity alone rose $22.8 million in 
value. A large increase was also shown 
in exports of wood-pulp, $19.7 million, 
while gains of approximately $314 mil- 
lion each were reported for pulpwood 
and for lumber. 


“The second largest gain for any 
group, $17.9 million, was in non-ferrous 


metals. As these are largely war ma- 
terials, detailed statistics are not avail- 
able. However, the nickel-copper in- 
dustry reported the most active year in 
its history, with more nickel sold than 
in any previous year, and, bearing in 
mind the use of this metal by the auto- 
mobtile and other industries which op- 
erated at a high ratio in 1940, it may 
be assumed that nickel accounted for 
a large part of this increase. It must 
also be remembered that Canadian sur- 
plus supplies of copper, lead and zinc 
were contracted for by British interests 


and hence were not available for export 
to the United States.” 





BOOKS for 
BANKERS 


Brief Reviews 


Tue New Inrtation. How To DeTEcT 
Ir FROM BEGINNING TO Enp. By 
Owen Taylor. New York: Stock 
Market Publications, Inc. 1941. Pp. 
25. Three charts. $5. 

AFTER defining inflation, its monetary 
aspects are touched upon by the author 
who then discusses the problem of de- 
tection. Pointing out that the supply 
factor is the dominant element in the 
price situation, analysis of changes, it 
is noted, must make allowance for sea- 
sonal and cyclical forces. 

Through reference to charts supplied 
with the brochure, the reader is in- 
structed in the theory of detecting in- 
flationary price trends. Subscription 
price includes the privilege of consulta- 
tion with the Economic Research Coun- 
cil for three months. 


MANUAL OF FEDERAL INCOME Tax PRo- 
CEDURE. Edited by Milton Vogel and 
R. W. Bergner. Chicago: La Salle 
Extension University. 1941. Pp. 
319. $2.50. 

ALTHOUGH the main purpose of this 

manual is to guide tax payers in pre- 

paring 1940 income and excess profits 
tax returns, it also attempts a statement 
of the general theory of the tax law and 

a reconciliation between accounting 

practice and tax accounting. 

The manual is intended to deal only 
with the ordinary problems of the in- 
dividual or corporation, although it is 
as complete as possible. For extraordi- 
nary cases it is recommended that both 
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accounting and legal counsel should be 
retained. 

There is an interpretation of the Reve- 
nue Act of 1939 and the two Acts made 
in 1940 in connection with the defense 
program, especially of the excess profits 
tax like that of 1917 to 1921. How- 
ever, this new tax, the’ authors say, has 
been so developed and refined that it 
has vastly complicated the basic law on 
which it is superimposed. 


Het. Bent For War. By Hugh S. 
Johnson. New York: The Bobbs- 
Merrill Company. 1941. Pp. 155. 
$1.50. 


In his preface, General Johnson defines 
the purpose of this book as follows: 

‘The Lease-Lend Bill has passed. It 
passed in: the best tradition of free 
American debate. . . . All must loyally 
support it. 

“But let us not forget one thing. It 
was not advanced as a measure either 
to get us into war or to put us into a 
position to accept responsibility to re- 
construct the world after the war... . 
No such thing as that has been decided 
by popular mandate after full and free 
debate. . . . This book is a brief critical 
review of the arguments and emotions 
by which we have been driven thus far 
‘hell-bent for war.’ It is one last criti- 
cal look before we leap. That at least 
is justified.” 

The General devotes thought-provok- 
ing chapters to such questions as: Is 
Britain fighting our war? machines 
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blood? or both? and why? to recon- 
struct the world? can we live in the 
same world with Hitler? what are we 
to fight for—Union Now? O. K., wise 
cuy—what better course than ours? 
etc., stating the case for “methods short 
of war” in his usual outspoken, hard- 
hitting manner. 


Let No Wave Encutr Us. By Frank 
Altschul. New York: Duell, Sloan & 
Pearce, Inc. 1941. Pp. 60. $1. 

In this thought-provoking book, the 

senior partner of the investment bank- 

ing house of Lazard Freres summarizes 
our past and present economic position 
and problems, and counsels immediate 
preparation for the outbreak of peace. 
If we are to ensure reasonable oppor- 
tunity and security for all, American 
moderates must think in new terms and 
create fundamental changes in the or- 
ganization of our society. He proposes, 
to this end, a Supreme Economic Coun- 
cil, acting in the manner of a General 

Staff in time of war, to organize the 

strength of the country within the frame- 

work of free enterprise and representa- 
tive self-government. 


PRESENT Day Facts FoR THE BANK Dt- 
RECTOR. By Frank P. Bennett, Jr. 
Boston: Frank P. Bennett & Co., Inc. 
1940. Pp. 167. 


THE intention and scope of this book 
is described in a preface by the author 
as follows: 

“The problems that interest the di- 
rector of a bank have changed greatly 
in recent years. Once upon a time, 
about the only matter brought to his 
attention was the loans to local business 
men. That was where a bank made its 
money then. Now, with loans so limited 
as they have become, the director finds 
himself concerned about such widely 
differing problems as what bonds a 
bank should own, what rate of interest 
can it afford to pay on savings, what 
shall it do about service charges, should 
it operate a personal loan department. 
I have tried in the chapters of this book 
to furnish the director with just the in- 
formation he wishes on each of these 
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subjects. The chapters are based for 
the most part on studies made by com- 
mittees of the State Bankers Associations 
of New York, Pennsylvania and Massa- 
chusetts.” 

Chapters include: Telling directors 
about bonds; bringing bond portfolios 
home; new ideas from the bond meet- 
ings; jolts on bond portfolios; three 
first principles on bonds; a country 
bank goes shopping; good bonds when 
you see them; right start on service 
charges; what rate at intelligent banks? ; 
these personal loan departments; mak- 
ing trust departments pay; etc. The 
author of this practical book, of equal 
interest to bankers as well as bank di- 
rectors, is editor of the United States 
Investor. 


Ranp McNatity BANKERS DIRECTORY: 
First 1941 Epition. Chicago: Rand 
McNally & Co. 1941. Pp. 2572. 
$15. 

TuHIs issue of the “Blue Book” shows 

that in the United States there are 

15,167 banks—5,147 national, 9,687 

state, 169 private, and 164 other in- 

stitutions. It also lists 3,802 branches 

—1,580 national, 2,130 state, 5 private, 

and 87 other institutions, making a to- 

tal of 18,969 banks and branches in the 

United States, with assets of $85,643.,- 

262,000. 

A consolidated capitulation of the 
December 31, 1940, bank statements 
gives the capital of these banks as 
$3,066,312,000; surplus $3,762,495,- 
000; undivided profits and reserves 
$1,642,090,000; deposits $76,703,677,- 
000; U. S. Government securities 
$21,055,601,000; other securities $9,- 
510,128,000; loans and discounts $24,- 
000,282,000. A similar capitulation for 
each state is also given. 

Other information in this edition, the 
130th to be published in the past 69 
years, includes: Bank transit numbers 
in numerical order; 1940 U. S. Govern- 
ment census figures; bank officers, di- 
rectors and correspondents; accessible 
banking points for all non-bank towns; 
a five-year list of discontinued banks; 
and complete data on European, Asian, 
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The Berlitz Method, starting with con- 
versation from your first lesson, gives 
you a working knowledge of your new 
language in the shortest possible time. 
You learn to speak, read and write like 
a native. 
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Canadian, Australian, Mexican, Central 
and South American banks. 


How To Supervise Peopie. By Alfred 
M. Cooper. New York: McGraw- 
Hill Book Company, Inc. 1941. Pp. 
150. $1.75. 


THis book provides a concise, practical 
manual for the personnel executive. 
covering all the typical jobs of hiring, 
reprimanding, firing, getting codpera- 
tion, delegating authority, training 
workers, etc. It is the result of many 
years of contact by the author with per- 
sonnel executives and supervisors em- 
ployed in factories, public utility cor- 
porations, stores, offices, and in public 
administration, and provides a con- 
densation of the ideas and policies of 
these men. 

Chapters are devoted to: How to be- 
come a supervisor; the responsibilities 
that come with authority; the physical 
condition of your subordinates; how to 
develop group morale; the qualities of 
leadership; this thing called codpera- 





tion; hiring, reprimanding, and firing; 
when and how to delegate authority; the 
supervisor as a teacher. Also included 
are selected questions for foremanship, 
supervisory and executive-training con- 
ference discussion groups. 


DeFicitr SPENDING AND THE NATIONAL 
Income. By Henry Hilgard Villard. 
New York: Farrar & Rinehart, Inc. 
1941. Pp. XVIII-429. $3.50. 


THE author, assistant professor of 
economics at Amherst College, discusses 
the effects of deficit spending in the de- 
cade beginning with the stock market 
crash in 1929 and ending with the first 
substantial repercussions of the Euro- 
pean war upon the United States in 
1939. Although statistical estimates 
have been carried through the end of 
1940 wherever possible, the discussion 
is concluded before defense spending 
became important. As Dr. Villard ex- 
plains in his preface, “the volume con- 
fines itself to a period of prolonged 
stagnation. Such a period we shall 
probably not face again until the end 
of the present armament program; but 
there is every reason to believe that 
similar problems will arise at that time.” 

In appraising the effects of deficit 
spending during this period, the author 
measures not only the amount of the 
deficits statistically, but also discusses 
the theoretical work on the subject and 
indicates the relationship of such work 
to business cycle theory as a whole. 
Sections are devoted to: The problem 
of the business cycle; theoretical effects 
of deficit spending; the amount of 
recent public net income-increasing ex- 
penditure; comparisons and _ conclu- 
sions. Chapters include: The national 
income; various economic. terminolo- 
gies; a description of the business cycle; 
the case for government spending: the 
work of R. F. Kahn; the work of J. M. 
Clark; the multiple effects of public net 
income-increasing expenditure; _ total 
government expenditure and debt; Fed- 
eral net income-increasing expenditure; 
state and local net income-increasing 
expenditure; changes in bank holdings 
of government debt; etc. 
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BOOKLETS 


How to Pian Your Lire Insurance. Cam- 
bridge, Mass.: The Institute for Risk 
Analysis. 1941. 50 cents. 


IssvED in connection with the booklet “How 
to Start a Life Insurance Program,” this 
sheet (34 by 22 inches) is intended to pre- 
sent a plan that will assist the reader in 
developing his life insurance program. Sec- 
tions are devoted to each of the four major 
ways in which the proceeds of life insur- 
ance may be used at the time of death: 
Payment as a single sum; the interest 
option; the instalment option; and the life 
income option. 


Tue Pros ann Cons or Consumer CrepirT. 
By Constance Kent. New York: Workers 
Education Bureau Press, Inc. 1941. Pp. 
30. 10 cents. 

Tus pamphlet contains six articles, orig- 

inally prepared for the Workers Educa- 

tion Bureau and given wide circulation in 
the labor press, by Mrs. Kent, author and 
special research assistant to the President’s 

Research Committee on Social Trends. 

Written from the viewpoint of the customer, 

they discuss consumer credit rates, legis- 

lation, ete. 


America’s’ Facrortes. By Maxwell S. 

Stewart. New York: Public Affairs Com- 
mittee, Inc. 1941. Pp. 31. 10 cents. 
Basep on the book “The Output of Manu- 
facturing Industries: 1899-1937,” by Solo- 
mon Fabricant, and published by the Na- 
tional Bureau of Economic Research re- 
cently, this pamphlet discusses such ques- 
tions as: Has American industry reached 
maturity? does the machine make for un- 
employment? what industries continued to 
grow through the depression? etc. 


InriaTion: ANswers To 17 Questions. By 
Ivan Wright. New York: Economists’ 
National Committee on Monetary Policy. 
1941. Pp. 22. 


Questions which people are commonly rais- 
ing regarding inflation are answered briefly 


by Dr. Wright, professor of economics, 
Brooklyn College, New York, who has made 
extensive investigations into the inflations 


of foreign countries resulting from the first 
world war. 


Optntons oF 60 Members oF THE Econo- 
Mists’ NatTioNAL COMMITTEE ON MONETARY 
Poticy oN RECOMMENDATIONS OF THE 
Boarp or GoverRNorS OF THE FEDERAL ReE- 
SERVE REQUIREMENTS OF Memper Banks. 
New York: Economists’ National Com- 
mittee on Monetary Policy. 1941. Pp. 21. 

THE recommendations of the Board of Gov- 

ernors of the Federal Reserve System, with 

respect to reserve requirements of member 
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banks, made to Congress on December 31, 
1940, were submitted on February 1, 1941, 
to the members of the Economists’ National 
Committee on Monetary Policy in order to 
determine the extent of their approval or 
disapproval, and to obtain opinions from 
those willing to state them. Thirty-four 
members endorsed the Board’s recommenda- 
tions without comment; twenty-two endorsed 
and added qualifications or other comments; 
and four made comments without endorsing. 
The comments and qualifications made by 
those who did or did not endorse the 
Board’s recommendations are contained in 
this booklet. 


How Lone Can “Svuccesstcn” Dericir 
Financtinc Continue av Fatiine In- 
TEREST Rates? By Melchior Palyi. New 
York: Economists’ National Committee 
on Monetary Policy. 1941. Pp. 10. 


In this reprint of an article entitled “Is 
Funny Money Likely to Last?” from the 
December, 1940, issue of American Busi- 
ness, the author, a lecturer in economics at 
the University of Wisconsin, expresses the 
opinion that “the Achilles-heel of the cheap 
money system—combined with a growing 
debt—is due to the necessity of maintaining 
it by a mounting flow of credit. Sooner 
or later the painful alternative between rais- 
ing interest rates or balancing the budget 
(or else stumbling into a runaway inflation) 
will have to be faced by each country. But 
at least, in this country, these possibilities 
are still pretty remote. In the meantime, 
we are likely to ‘enjoy’ further the doubtful 
advantages arising from the accumulation 
of bigger and bigger public debts serviced 
at excessively low rates of interest.” 


Farminc Ovt Metuops. Washington, D. C.: 
Labor Division, Office of Production 
Management. 1941. Pp. 69. 

Firrn in a series of “farming out” bulletins 

prepared by the Labor Division of the 

Office of Production Management, this book- 

let further describes practical methods 

whereby idle machinery and idle skilled 
workers may be brought together in coop- 
eration with the program carried out by 
the Defense Contract Service. It contains 
information for Government purchasing 
agents, prime contractors, subcontractors, 
and community defense organizations con- 
cerning successful farming out techniques 
now being practiced by various private com- 
panies, and the pooling of resources by 
local, regional and _ labor-management 
groups. Chapters include: The importance 
of farming out; adaptation of old equip- 
ment to new uses; farming out to small 
shops; subcontracting methods of the Sperry 

Gyroscope Co.; the York plan; organiza- 

tion under state auspices in New England; 

the Automotive Committee for Air Defense; 
farming out methods as applied to Govern- 
ment procurement; etc. 
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ANNOTATED SUPPLEMENT TO THE 1937 Ept- 
TION OF THE Bank Liprary. By Mary P. 
McLean... New York: Special Libraries 
Association. 1941. Pp. 26. 


Tus selected list of publications, prepared 
by the librarian of the American Bankers 
Association, covers the period September, 
1937 to April, 1940, supplementing ‘The 
Bank Library,” published by the National 
Financial Group of the Special Libraries 
Association last issued in September, 1937. 
This list includes books, pamphlets, peri- 
odicals and documents issued during the 
period covered, with annotations, author 
index, and cross references from one head- 
ing to another. 


York: 
1941. 


New 
Inc. 


DEFENSE AND THE CONSUMER. 
Public Affairs Committee, 
Pp. 31. 10 cents. 

Preparep by the Institute for Consumer 

Education, Stephens College, Columbia, 

Missouri, on the basis of material provided 

by the Consumer Division of the National 

Defense Advisory Commission, this pamphlet 

answers such questions as: How can we 

have defense without sacrifice of essential 

living standards? how is the Consumer Di- 

vision working to safeguard your interests? 

what can you do to help? ete. 


THe ORGANIZATION AND FUNCTIONING OF 
Brancnw Bankinc 1IN ENGLAND AND 
Wates. By Maurice Megrah. New York: 
American Economists Council for the 
Study of Branch Banking. 1941. Pp. 37. 


Tue origin, development and present or- 
ganization of the English branch banking 
system are discussed in this booklet. Chap- 
ters are devoted to: Evolution of branch 
banking, government control, growth of 
the clearing banks, personnel organization, 
operation, personal relationship, ete. The 
author is secretary of the Institute of Bank- 
ers, London, England. 


Tue Batance Sweet or THE Future. By 
Roy A. Foulke. New York: Dun & Brad- 
street, Inc. 1941. Pp. 99. 


Tue author, who is manager of the spe- 
cialized report department of Dun & Brad- 
street, decided to bring the discussion of 
certain modern accountancy problems to a 
focus, so prepared sixteen questions and 
sent these to 6,000 business specialists most 
interested in accountancy practices, namely: 
the banker, the financial executive, the 
credit man, and the accountant himself. 
Approximately 25 per cent answered the 
questionnaire fully, and this report is based 
upon these replies, which show that busi- 
hessmen sanction a general program of 
basic change and refinement in accountancy 
practice. In general, the executives favored 


a larger and more detailed balance sheet; 
a more detailed statement of the financial 
condition of subsidiaries with names and 
addresses of these underlying corporations; 
balance sheet forms prepared to the spe- 
cial requirements of each trade or industry; 
and many refinements of a technical nature. 
The booklet includes tables giving the four- 
teen important ratios with inter-quartile 
range for 72 lines of business activity based 
on 1939 figures. The 72 lines of business 
activity consist of 36 divisions of manu- 
facturing, 24 of wholesaling, and 12 of 
retailing. 


Bank Operations. Michigan Business Pa- 
pers. Proceedings of the Third Annual 
Michigan Bankers Association Confer- 
ence. Ann Arbor, Michigan: University 
of Michigan Press. 1941. Pp. 63. $1. 

Tus pamphlet contains the proceedings of 

the Third Annual Michigan Bankers As- 

sociation Study Conference which was held 

at Ann Arbor December 5 and 6, 1940. 

The objective of the conference was to 

consider some of the specific problems of 

banking operations which confront the ex- 
ecutive. The papers presented at the Con- 
ference included the following: 

“The Controls and Audit Program in a 
Medium Sized Bank Having a Part Time 
Auditor,” by J. H. Reinking, cashier, The 
Peoples State Bank, St. Joseph, Mich. 

“Operating Controls and Audits,” by H. 
J. Strasler, auditor, Union Guardian Trust 
Co., Detroit, Mich. 

“The Bank—and the People,” by Eugene 
W. Lewis, president, Industrial Morris Plan 
Bank, Detroit, Mich. 

“Our Scheme Song—Profits,” by Hal G. 
Vincent, executive vice-president, State 
Savings Bank, Otsego, Mich. 

“Bank Earnings—What To Do About 
Them,” by John J. Driscoll, Jr., C. P.A.,, 
Driscoll, Millet & Co., analysts in bank man- 
agement, Philadelphia, Pa. 

“Mortgage Loans,” by True D. Morse, 
Doane Agricultural Service, St. Louis, Mo. 


Wuart ir Taxes To MAKE Goop 1n CoL.ece. 
By Samuel L. Hamilton. New York: Pub- 
lic Affairs Committee, Inc. 1941. Pp. 32. 
10 cents. 


Preparep by the Professor of Education at 
New York University, this pamphlet sum- 
marizes the findings of the book “From 
School to College: A Study of the Transi- 
tion Experience,” edited by Hugh Hart- 
shorne, and published by the Yale Univer- 
sity Press. It discusses such questions as: 
Who Should go to college? Are athletics 
a help or a drawback? How can parents 
best help their children make the grade?, 
etc. 
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The Future of 


SAVINGS BANK SERVICE 


By Roy R. Marquarpt 


Vice-President, First National Bank, Chicago, IIll., and President, Savings Division, 


American Bankers 


HE trend of savings in banks con- 

tinues upward, but slightly. Its 

growth appears to greater disadvan- 
tage when compared with the bounding 
gains of demand deposits in the past two 
and a half years. The cause is not a 
normal condition. Demand deposits 
grow normally out of loans to trade, 
manufacturing, transportation, and mer- 
chandising. Until recent months there 
was no extensive borrowing by those 
interests. Previously, the increase in 


demand deposits came only slightly 
from increased borrowing by business. 
The greater factors in connection with 
demand deposits were gold imports and 


financing by the Federal Government. 


Savings in some cases seem to have 
fallen on evil days. Their acceptance 
is decried or limits are placed on the 
amount accepted. Interest rates are 
necessarily low. Few lines of business 
have more competition than the savings 
bank. Postal savings and the sale of 
baby bonds are directly operated by 
the Federal Government, while accounts 
with Federal Savings and Loan Associa- 
tions are guaranteed by an instrumental- 
ity. Yet savings deposits in banks have 
increased because of the convenience of 
a savings account and because people 
get from banks the type of service that 
they want. 

Deposits come from the public, but 
one of the major problems of manage- 
ment lies in making each customer feél 
that the bank has a sympathetic under- 
standing of his problem. In times like 
the present, when competition among 
various financial agencies is so keen, 
the necessity of building better customer 
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Association. 


relations becomes increasingly impor- 
tant. 

The attitude assumed by tellers and 
other bank employes who come in con- 
tact with the public creates the impres- 
sion that the bank’s customers have of 
the whole institution. Disgruntled or 
discourteous employes can in a very 
short space of time tear down good 
will that it has taken years to build up. 
We cannot bring too strongly to the at- 
tention of those employes who come in 
daily contact with customers that “they 
are the bank” and that they mold the 
bank’s future by what they do and say. 
In banks where conscientious efforts 
have been made to train employes in 
constructive customer relations, it has 
been possible to obtain a very marked 
degree of codperation. By training, I 
mean having discussion meetings at 
periodic intervals, where the employes 
may feel free to talk about problems 
that arise during their daily work. Care- 
ful selection should be made of em- 
ployes who are designated to contact 
the public, as to pleasing physical ap- 
pearance, neatnéss, personality, and 
education. 

The future service—tomorrow’s serv- 
ice—of the savings business to banks, 
depends upon the bankers themselves. 
We can cultivate the savings business, 
we can encourage it, we can bring it 
within our doors by fair treatment and 
adequate attention. We can rebuff it; 
we can send it into strange territory 
and into strange institutions whence its 
service will return to plague us. The 
choice is ours.—From an address at the 
recent ABA Regional Conference, Louis- 


ville, Ky. 
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Sell the Bank Staff on Trust 
Service 


By J. E. Drew 


Director of Public Relations, California Bankers Association, San Francisco. 


ANK management holds the key to 
the successful and profitable de- 
velopment of any trust department. 

It must vigorously insist that its bank 
and trust officers display more active 
and practical codperation. Wishful 
thinking and mere lip service to that 
ideal are not enough. 

Bank management must speak clearly, 
firmly and, I add from experience, fre- 
quently. Every officer of the bank and 
the members of his department must be 
made fully aware that the bank is vitally 
interested in obtaining new trust busi- 
ness. Until bank management takes 
that position and makes that statement, 
it should stop moaning about the earn- 
ings of its trust department. 

In those institutions where manage- 
ment has adopted this policy, the trust 
department has prospered. You can’t 
beat a united bank. 

But bank management can’t do the 
job alone. It can’t solve all the prob- 
lems that rightfully belong to you, the 
trust officer. You must assume full re- 
sponsibility, with or without the help 
of management, for increasing your 
business and creating a public opinion 
that is favorable to the institution of 
trust service. 


Test of Staff Knowledge 


In your own organization, can your 
bank officers and their key men answer 
questions like these: 

What are the most important services 
that the trust department can perform 
for customers of the bank? What kind 
of business is the trust department par- 
ticularly anxious to get? What is the 


smallest trust or estate it will take? How 
are its fees fixed? Are they higher than 
those charged by individuals? What 
advantages does the trust company en- 
joy over the individual in the admin- 
istration of estates? 

If your banking department can’t 
meet this simple test then you had bet- 
ter get busy. You are neglecting a pro- 
lific source of trust new business. Re- 
member that at least 80 per cent of your 
new business comes from customers of 


‘‘Remember that at least 80 
per cent of your new business 
comes from customers of your 
bank, and the officers and staff 
of the banking departments have 
closer association with these 
people and more accurate knowl- 
edge of their affairs than any 
one else in your institution. 

**It is your job, therefore, to 
educate these bank men regard- 
ing the services and advantages 
of your department. They must 
be taught how to recognize the 
need for trust service among 
their customers and how to 
create an interest in it,’’ ad- 
vises Mr. Drew in the accom- 
panying portion of his address 
at the recent ABA Mid-Winter 
Trust Conference in New York 
City. 
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ACCOUNTING 


AND 


AUDIT CONTROL 


By 


JAMES E. POTTS 


Auditor 
Ture First Natrionat BanK oF Boston 
Boston, Mass. 


Sd 


. BOOK is a study of account- 
ing and audit control as applied 
to banking. It starts with a typical 
statement of a large bank. This is 
broken down into a more detailed 
list of accounts and each account 
is then traced back to the trans- 
actions which gave rise to it. In 
so doing the accounting procedure 
involved is studied and also the 
audit control factors which may 
be applicable in each case. 

The book is profusely illustrated 
with various forms used for audit 
control. It should be of value 
not only to the student of bank 
accounting but to comptrollers, 
auditors and bank executives in 
general as well as to public account- 
ants and bank examiners. 


Price $4 delivered 


BANKERS PUBLISHING CO. 
465 Main Street, Cambridge, Mass. 


Please send me on approval a copy of 
“Bank Accounting and Audit Control” by 
James E. Potts. At the end of 5 days I 
will either remit $4 or return the book. 
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your bank, and the officers and staff of 
the banking departments have closer 
association with these people and more 
accurate knowledge of their affairs than 
any one else in your institution. 

It is your job, therefore, to educate 
these bank men regarding the services 
and advantages of your department. 
They must be taught how to recognize 
the need for trust service among their 
customers and how to create interest 
in it. 

When, in obtaining a new account, 
you have received help from someone 
in the banking department, by all means 
see that he gets full credit for his work. 
Let his department head know about it. 
If an officer, let management know. Let 
the fact go in the personnel file. Recog- 
nize the codperation. You get the ac- 
count—let the other fellow get the 
credit. 


Trust Co-operation with Bank 


Codperation is a two-way process. 
Can you and your staff intelligently ex- 
plain all the essential services of your 
banking departments? For example: 


Do they know the rates of interest 
paid and charged? Do they thoroughly 
understand the types of real estate loans 
you make? 

Have you invited heads of those bank- 
ing departments that are also seeking 
new business to come and explain the 
features of their services to your staff? 

Is your bank’s participation in the 
National Defense program, as outlined 
by the American Bankers Association, 
strengthened by the interest and sup- 
port of your key trust man? 


If the answer is “No,” then again 
here is an opportunity, paraphrasing 
Carnegie, for you “to make friends and 
influence people” for the benefit of the 
trust department. Much of this work 
will be direct and personal. Your staff 
conferences, however, will prove highly 
effective in providing the entire bank 
with a working knowledge of the trust 
department and, in turn, will give your 
staff an inside story of other depart- 
ments. 
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Preventing Price Inflation 


By Donatp M. NELSON 
Director, Division of Purchases, Office of Production Management, Washington, D. C. 


F we get price inflation, we shall get 
it because people are trying to buy 
consumer goods at a faster rate than 

those goods are being produced. What 
can we do to keep that from happen- 
ing? 

We had a bad price spiral in the 
first World War, and the record of that 
experience indicates that we are obliged 
to do three things to keep it from hap- 
pening again. ; 

First, we must expand production. 

This country’s industrial production 
has increased by about one-third in the 
last ten years. We have not yet used 
up all of our idle resources; that is, we 
have both men and machines that are 
not working. Further expansion is still 
possible. But from now on the job of 
getting that expansion will be tougher. 

You can get a good deal of expansion 
simply by increasing the demand. When 
the Government appropriates huge sums 
for defense orders, in other words, a 
certain rise in productive capacity fol- 
lows more or less automatically. But 
we probably have got all that we can 
get in that way. More and more, now, 
we have got to ,create new equipment 
and train labor. -Assuming that we do 
that with vigor and intelligence, we can 
probably make further demands on our 
productive capacity without persuading 
various somebodies that the time has 
come to put prices up. 

But this defense program is big and 
it is getting bigger. We can’t win this 
struggle by merely taking up the slack 
in our productive system. Defense de- 
mands are likely to rise faster than our 
total output rises. That means that we 
must switch a lot of productive capacity 
away from civilian uses and have it pro- 
duce things for the armed services. 
That, in turn, means that civilian buy- 
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ing will soon be increasing faster than 
the production of civilian goods. 

Before very long, then, we will have 
to cut down the volume of civilian 
spending. Since you can’t spend a dol- 
lar that you have already given to the 
Government, that innocent expression 
implies increased taxation and Govern- 
ment borrowing out of savings. Our 
second big step, in other words, is to 
use the taxing power wisely. The Gov- 
ernment’s fiscal policy must be sound. 

I assume that our Government will 
follow a sound fiscal policy. Certainly 
I have seen no evidence to the contrary. 
I believe that we shall be more willing 
to tax ourselves than we were twenty- 
four years ago. I think we have learned 
something from the things that have 
happened to us in the past quarter- 
century. In the long run, we can avert 
higher living costs only if we are will- 
ing to pay higher taxes and to lend 
part of our current income to the Gov- 
ernment. I believe the people under- 
stand that fact now. 

But if we do increase our production, 
and if the Government does use its tax- 
ing and borrowing power wisely, we 
may avert a rise in the general average 
of living costs but nevertheless get 
sharp increases in individual items. To 
meet that danger we need a third action 
—direct price control. Keeping basic 
commodity prices stable is an impor- 
tant part of the job of keeping living 
costs stable. That work must be con- 
tinued and must be expanded when and 
where it may become necessary. 

I am convinced that if we do those 
things, and do them well, inflation won’t 
take place. The question that remains 
is: Will we do them?—From a recent 
address at “America’s Town Meeting of 
the Air.” 


1941 





Patman Federal Finance Plan 
Dangers 


By Marriner S. Eccies 
Chairman, Board of Governors, Federal Reserve System, Washington, D. C. 


(Note: Following is a portion of a letter 
written by Mr. Eccles to Representative 
Wright Patman (Texas) regarding the lat- 
ter’s recently proposed Federal finance plan. 
In writing this personal letter, Mr. Eccles 
stated: “While I have no reason to believe 
that the Board would differ with the sub- 
stance of this letter, it has not been sub- 
mitted to the other members and therefore 
does not necessarily represent their views.”’) 


ECENTLY you have proposed that 

the Government finance its entire 

expenditures through the issue of 
new money and without the payment of 
interest. . . . In this fashion you would 
have the Government meet not only its 
normal expenditures in excess of re- 
ceipts but also the enormous defense ex- 
penditures now under way and in con- 
templation and ultimately the entire 
outstanding Federal debt. 

The sovereign power of the Congress 
to authorize such a program is beyond 
question. What has to be determined, 
however, is whether it would be for the 
good of the country to embark on such 
a course. To my mind it would be 
disastrous. Plausible as your proposals 
may be made to appear, there is no 
escape from the truth that someone must 
pay for everything. If the Government 
could save the billion or more a year 
without causing any corresponding or 
greater losses to the country, no one 
could reasonably be opposed to your 
proposal. I am convinced, however, 
that the creation of the huge amount 
of new money contemplated by your 
plan could only lead to incalculable 
losses for the country as a whole. 

Coming to the principal issues in- 
volved in your proposal to issue a con- 
stant stream of new money to finance 
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the Government, the reasons why this 
would be contrary to the public interest 
may be summarized as follows: (1) 
borrowing by the Government at inter- 
est, particularly the borrowing of 
money actually saved by consumers, 
rather than issuance of currency, is a 
necessary safeguard against inflation, 
particularly at this time, and (2) bor- 
rowing by the Government at interest 
is an essential part of the capitalist 
economy in which we live. 


Money Supply 


There are times when the money sup- 
ply should be increased and times when 
it should not be. It is one of the tasks 
of the Federal Reserve System to see 
that the money supply is adjusted to 
current requirements of the economic 
situation. The System has powers to 
supply almost unlimited increases, but 
its powers to prevent harmful increases 
or to bring about needed decreases are 
not wholly inadequate. 

The prevailing situation, which is 
likely to continue during the next few 
years, does not call for increases in the 
available supply of money. The amount 
of adjusted demand deposits and cur- 
rency, which together constitute the 
supply of money owned by the public, 
already exceeds $42 billions or more 
than double the amount that existed in 
1933 and some $15 billions more than 
was on hand at the peak of the boom 
period of the twenties. A large part 
of these deposits represents idle funds 
being held on demand for future in- 
vestments. In addition, commercial 
banks of the country have over $6 bil- 
lions of reserve funds in excess of their 
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requirements and available as a basis 
for a multiple expansion of loans and 
investments and therefore of deposits. 
In fact, existing deposits, if utilized at 
the rate of turnover that prevailed in 
the twenties, could support a tremendous 
boom without creation of an additional 
dollar of new money. 


Future Demand for Funds 


With prospects for improved busi- 
ness under the stimulus of the defense 
program, it is probable that individuals 
and institutional investors will find 
greater demands for their now idle 
lendable funds, and that these funds 
will be put to more active use. In the 
first place, idle funds will be lent to 
the Government for its defense expendi- 
tures, and this will unavoidably put 
them into active circulation. Then, as 
business improves, idle funds will be 
put to use by large and small business 
units raising new capital. Even beyond 
this, as prosperity grows, individuals 
themselves will put into circulation part 
of their accumulated cash savings by 
buying goods and services of one kind 
and another, the purchase of which they 
postponed in the past when they ac- 
cumulated those cash savings. It is 
possible that this expansion of the use 
of existing funds may go so far that, 
added on to the present rate of turn- 
over of money and goods and services, 
it may exceed the productive capacity 
of our economic system. Such a condi- 
tion is one of monetary inflation, char- 
acterized by attempts to buy things 
that cannot be bought, that is, by the 
bidding up of prices of goods, of 
equities, and of other property—in 
other words by the usual phenomena of 
general inflation. 


Inflationary Dangers 


One way of helping to avoid this de- 
velopment is for the Government to 
finance its expenditures by taxation and 
by borrowing existing funds. It is bet- 
ter that borrowing be done from the 
current savings of the public and from 


past savings now held as deposits of 
individuals, business corporations, in- 
surance companies, and other fiduciary 
institutions, rather than from the idle 
reserve funds of the banking system. 
Borrowing from the latter results in a 
further increase in the supply of bank 
deposits. It amounts to financing with 
new money which would be dangerous 
if the supply of deposits were already 
actively in use and with production al- 
ready nearing capacity levels. Yet your 
proposal would court this danger by 
bringing about an even greater increase 
in bank deposits. In order to carry out 
the growing defense program it may 
at some stage become desirable that 
borrowing be entirely from current sav- 
ings—which will, however, need to be 
larger than now—so that for every dol- 
lar the Government spends the consum- 
ing public will have spent a dollar less. 
It may also be necessary to absorb a 
part of the banks’ additional lending 
power by increasing their reserve re- 
quirements, as was indicated by the 
Special Report which the Federal Re- 
serve System submitted to Congress on 
December 31, 1940. Your proposal, 
on the contrary, would increase many- 
fold the excess reserves of member 
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banks, through the issuance of new 
money by the Federal Reserve Banks 
for Government expenditures, -and 
would add enormously to the banks’ 
lending power. 


Inconsistent with Capitalism 


Your plan is inconsistent with the 
nature of our capitalistic democracy. 
As our economic system works, a large 
part of the public saves a part of its 
income which is invested in homes or 
in plant, equipment, and the like, which 
supply current goods and services to 
others. Or they lend to the Government 
to meet its expenses in excess of tax 
receipts. Interest is the most common 
form of compensation that these indi- 
viduals obtain for the use of their 
money. These savings are often not 
invested directly but are entrusted to 
insurance companies, banks, and other 
institutions, which do the lending. These 
institutions receive interest and in turn 
either pay interest or provide services 
to savers, as well as meet their operat- 
ing costs. 


Interest on debt—a large part of 
which is public debt—constitutes in- 
come of private individuals, of educa- 
tional and charitable trusts, of insur- 
ance companies, and of banks. A 
certain part of it pays for the costs of 
the process of investment. Discontinu- 
ance of interest on the public debt, 
therefore, must be thought of not merely 
as so much “saved” the Government or 
the taxpayer, but also as so much in- 
come cut off from savers, trusts, insti- 
tutions, and individuals that require the 
safest type of investment. 

Financing Government by issuing 
currency would have a double-barreled 
effect upon the interest income of the 
public. It would reduce the amount of 
interest received by savers, and it would 
increase the amount of money available 
for investment. As use for these funds 


was sought, interest rates on all types 
of debt would decline, until the bare 
costs of investment could not be met. 
In such circumstances funds intended 
for investment would either remain un- 
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invested or would out of necessity be 
used for the speculative purchase of ex- 
isting consumption goods, physical 
property or equities of various kinds. 
This would intensify the inflation al- 
ready generated by capacity production 
for the defense program. if financed by 
new money. Such conditions would 
completely demoralize our economic 
system as now constituted. It would 
mean the end of capitalism and require 
the substitution of some other system 
in its place. 
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PUBLIC SPEAKING TIPS 


SOMETHING ought to be done about 
convention speakers. Only a few im- 
press any thoughts on their audiences. 
The others merely put convention goers 
to sleep and then wake them up when 
the speech ends. 

Practical advice is offered by Guy E. 
Trulock in the November issue of 
Nation’s Business magazine. Have your 
speech put on records and then played 
back to you, says Mr. Trulock. The 
chances are that after enduring the rec- 
ords you will decide you haven’t the 
heart to inflict such an outburst on any- 
body else. You will do it over and do 
better. Here are a few points that will 
help to show improvement: 

Don’t read your speech. Talk from 
a few inconspicuous notes and do it 
conversationally. A poor composition 
well spoken is better than a classic 
droned off in a flat monotone. 

Practice it. Put some force and con- 
viction into your utterances. That can 
be done even with a manuscript speech. 
At least be able to read it clearly and 
without stumbling and you'll do better 
than half business speakers. 

Be yourself. Daniel Webster had his 
style. Father Coughlin has another, 
and Franklin Roosevelt another. You 
are none of these. But there is a best 
way to do your stuff. You were con- 
vincing a few times in your life—when 
you proposed to your wife and when 
you talked that cop out of giving you 
a ticket—and you can be again if you 
act naturally. 
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Country Bank “Outside Program” 
Pointers 


By Joun E. Wise 
President, Willard United Bank, Willard, Ohio. 


EFORE attempting an “outside 

program”—designed to increase 

the volume of farm loans, improve 
and extend services to the community, 
and increase banking knowledge of 
farming procedure—it is well to spend 
some time in self-analysis to see if you 
are the proper person, or if there is 
someone in your organization who is 
now, or whom you feel can be trained 
to become, the proper person to take 
charge of your rural work. 


The person you select must be some- 
one who is interested in rural life and 
people. More than that, he must know 
something of the practical side of rural 
life; something concerning soil, fertil- 
ity, live-stock, machinery, and rural so- 
cial life. 

With the present competition which 
the banker must meet, we can also see 
that the time has come when the banker 
and the farmer together are responsible 
for loans. I realize that it is impos- 
sible to be an expert in many lines, but 
I am sure that the average rural banker 
knows enough about agricultural condi- 
tions and problems of his own com- 
munity to be able to give good advice 
and sound counsel to his customers. 
Above everything else, he must have the 
happy faculty of really being a friend 
and of gaining the respect and con- 
fidence of his community. Whatever 
you do, you must be of real value to 
the farmer and his community, and 
nothing should be done for mere ad- 
vertising. 

First, I suggest codperation with 
county agents and home agents in the 
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4-H club program of your county. 
Sometimes, if you have a wide-awake 
county agent, you will find your 4-H 
club program will be so well developed 
that your part will have to be more in 
the nature of supplementing his work 
and perhaps that of sponsorship of the 
projects he has initiated. 

Another opportunity and one of much 
importance is that of the social life of 
rural communities. It is necessary to 
study the people of your community, 
their social problems, their form of en- 
tertainment, and what you can con- 
tribute to this part of their lives. Some- 
times it may be a study of soil and for 
what it is best adapted; sometimes a 
study of markets. Again, we may be 
able to render service and invaluable 
aid to our community by emphasizing 
the idea of good seed. The study of 
livestock offers a bank an opportunity 
to raise the live-stock standards in its 
banking territory. Some bankers dis- 
tribute thoroughbred calves and finance 
them for farm boys. 


The study of credit needs and where 
farmers borrow their money, and of 
competition, are important. Frankly, 
I believe that the informed rural banker 
can give, and is now giving better serv- 
ice to the farmer than any other type 
of financial institution or Government 
agency. Our program is more than a 
study program. It involves going out 
into the hay fields or wheat fields, in 
the dairy barns, and meeting our farmer 
friends where they live——From an ad- 
dress before the recent ABA Regional 
Conference, Louisville, Ky. 
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Effective Organization of Men 
and Machines 


By Ernest S. WooL_ey 
Bank Consultant and Analyst, New York City. 


N the last analysis, it is upon the 
strength of the banks that the finan- 
cial security of all business rests. If 

banks close, all business soon becomes 
stagnant. They must be able to build 
up reserves that are essential to finan- 
cial strength. 

Net income available for reserves is 
obtainable only to the extent that. ex- 
penses are controlled and no further. 
It is of no value to increase gross in- 
come if expenses overtake it. Expenses 
are best controlled through the effec- 
tive organization of men and machines. 

To organize means to “arrange in 
interdependent parts each having a spe- 
cial function or relation with respect 
to the whole.” It is the latter part of 
this definition which has so frequently 
been overlooked by banks. In many 
cases, they have improved the operat- 
ing methods of one department and an- 
other without synchronizing the work 
of the bank as a whole. 

This is so true in some of the larger 
institutions that department heads often 
look upon their departments as being 
almost separate and distinct from the 
bank itself. No effective organization 
of men can be possible while such an 
attitude is allowed to exist. 


Analyze Work Performed 


In this codrdination or organization 
of men it is first necessary to analyze 
the work being performed by each and 
then to bring it all to a focus in a 
manual of operations and organization 
charts. These. will usually reveal two 
important things. The first is that a 
great deal of unnecessary duplication 
of work is being done and the second 
that time and effort is being wasted by 
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the work criss-crossing through the 
bank instead of following as straight 
a line as possible. 

Through the keeping of such an op- 
erating manual and charts current the 
chief executives are able to control the 
internal affairs with a minimum of 
effort. The use of machines, wherever 
possible, will not only give better rec- 
ords but will do so at less cost. This 
is the day of the machine in the fac- 
tory, in the home and in the office. 
Naturally, it is almost as important to 
avoid wasted machine hours as it is to 
avoid wasted man hours and therefore 
machines should be kept reasonably 
busy. 

However it must be remembered that 
once the original entry has been made 
on settlement sheets or tickets, every 
entry from that point on is nothing but 
copy-work. This enables a great deal 
of work to be done by one machine as 
it is not limited to any one operation 
or even to a single department. Another 
advantage to machine operations is that 
the work can be done as well, and prob- 
ably better by employes in the lower 
salaried brackets than by those in the 
higher. 

All these are important points in the 
profitable operation of banks today. 
The decline in the earning power of 
money, the increase in the cost of serv- 
ices and the great possibility of having 
to substitute many inexperienced for 
experienced help in the immediate 
future, emphasize the urgency for bank 
executives to control the operating 
routine of their institutions through 
effective organization—From an ad- 
dress at a recent ABA Regional Con- 
ference. 
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The Decentralization Trend and 
Property Values . 


By Homer Hoyt 
- Director of Research, Chicago Plan Commission, Chicago, Illinois. 


N addition to the workings of the 
l real estate cycle which are affected 

by the workings of the volume of 
business activity, there is a set of forces 
even more fundamental that is pro- 
foundly affecting all urban real estate 
values. I refer to decentralization. The 
movement of the residential population 
away from the center to the periphery 
of large cities while building new com- 
munities in suburbs is hastening the 
spread of blight in the older areas. The 
outward flow of people is a natural one. 
They seek new neighborhoods where the 
homes have the latest lavender bath- 
tubs and kitchen equipment, and where 
their children can go to school with 
other children in the same economic and 
social class. 

The result of this outward flow of 
population is to drain the central city, 
whose offices, factories and_ stores 
usually support the entire region, of its 
best taxpayers. The consequent lower- 
ing of the values of real estate within 
the city is weakening the tax base at 
the same time. As the urban areas 
which already provide the schools, 
sewers and pavements are being aban- 
doned in favor of new areas lacking 
these facilities, a great increase in 
municipal expense is required to dup- 
licate the same facilities in the suburbs. 
It is a question whether the cities can 
stand this extra financial strain. More- 
over, we are allowing jungles of crime 
to perpetuate themselves and to spread 
in our cities. We are witnessing a 
breakdown of our urban structure. Can 
our democracy be strong if the indi- 
vidual cells of our community life 
within the cities are disintegrating. 

The increase in urban population 
throughout the world has been in pro- 
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cess for a thousand years since the 
Dark Ages. The increase in population 
of cities was particularly rapid since 
1800. In that year there was not a 
single city in the world that had a popu- 
lation of one million. By 1930, how- 
ever, there were thirty-eight world cities 
with a million population or more 
topped by Metropolitan New York with 
nearly twelve million citizens. These 
great cities have arisen because of the 
rapid development of world wide com- 
mercial and industrial activity in the 
past century and a half. 

The great cities of Chicago, New York 
and London grew because they are on 
the main stream of a world commerce 
in raw materials of the middle west 
pouring through Chicago along the sea 
level route to New York and _ thence 
across the North Atlantic to London and 
Northern Europe. There was a world 
wide distribution of goods protected by 
the power of the British Navy. The 
great commercial and manufacturing 
cities could not have attained their 
present size had there not been almost 
uninterrupted, world wide trade. The 
effect of German domination of the con- 
tinent of Europe and of the restriction 
of our trade to areas we can defend by 
our own military and naval power in 
the American hemisphere will be to se- 
verely curtail the economic bases of our 
great cities. Therefore, the present 
world conflict, not merely by its pos- 
sible inflationary effect upon our price 
levels, but also by its decisive influence 
on the economic background of Ameri- 
can cities is the unknown X in the value 
of all urban property in the United 
States—From a recent address at the 
North Central Conference of the United 
States Savings and Loan League. 
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SURVEY 


Condensations from Magazines, Reviews, 


Reports, Bulletins, Radio Discussions, 


Advisory Services, Newspapers, etc. 
y 


SAVINGS IN A WAR OR DEFENSE ECONOMY 
The Index, The New York Trust Company, New York City. 


HE experience of the United States 

in the last war, as well as that of 

England and Germany at the pres- 
ent time, indicates the importance of so 
limiting alternative forms of investment 
that government issues do not have to 
compete with them as would ordinarily 
occur under more normal conditions. 
During 1917-18 in this country, the 
Capital Issues Committee came into ex- 
istence to divert available savings to the 
most urgent uses, principally investment 
in new government securities. By fur- 
ther development of the same basic tech- 
nique, with additional restrictions on 
personal consumption, Germany has 
been able to do the borrowing necessary 
to finance the present war and avoid, 
for the most part, inflationary price in- 
creases. According to the Berlin cor- 
respondent of The New York Times: 


The ease with which the Reich is able 
to meet its wartime deficit by borrowing 
is adequately explained by the large volume 
of idle capital that has been set free by 
the restrictions on consumption and by the 
inability of industry to undertake its nor- 
mal replacements. As a result, under cur- 
rent conditions, the purchases of govern- 
ment obligations by “unemployable capi- 
tal” represents virtually the only possible 
investment medium. 


When a nation provides necessary 


war loans out of current savings, it 
avoids increasing bank credit and im- 
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proves its chances of achieving price 
stability. 

From the point of view of the indi- 
vidual also, it is highly desirable to 
postpone purchases, especially of those 
things whose production requires the 
same human skills, facilities, and raw 
materials as are needed in the national 
defense program. By saving at least 
part of what would otherwise be spent 
on such things, not only are these re- 
sources left free for government use 
during the period of greatest urgency, 
but the individual in question, in return 
for surrendering his immediate purchas- 
ing power, obtains a government bond 
which gives him a future claim on the 
national income. This he may exercise 
in the post-war period, when the de- 
mand for goods and services is likely 
to be less than it is at the present time. 
Thus the individual obtains the reserve 
fund that is represented by his govern- 
ment bond, and at the same time a 
backlog of demand for many products 
is gradually built up and may serve to 
temper subsequent business declines. 

In July, 1939, the London Economist 
stated : 

The job to be done is to apply all the 
resources of Britain, industrial, commercial, 
financial, organizational and intellectual to 
the many-sided but single object of na- 
tional defense. It is a re-orientation of 


society itself that is needed, temporary but 
fundamental. ... 
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In view of the threat to the security 
of the United States now generally 
recognized, it would seem that these 
words are of especial importance to this 
country at the present time. The eco- 
nomic repercussions of the defense pro- 
gram, and the necessary steps to finance 
it, will be more far-reaching in effect 
than any influences that have impinged 
on the economy since 1917-18. 

In the totalitarian countries, coercion 
has been used to restrict consumption to 
make more than half the current in- 
come available for the production of 
war materials. There is no occasion for 
the United States to resort to such 
measures. On the other hand, it seems 
unlikely that consumers goods can be 
made available in increased amounts 
for those now receiving greater incomes 
as a result of the stimulation to general 
business brought about by the national 
defense program. In addition, as re- 


armament gains headway, it may be 
found necessary to restrict the use of 
certain consumers goods, as compared 
with normal times. 

If those receiving incomes now larger 
after taxes than before the emergency 
will save the excess and invest it in 
Government securities, disruption of 
the general economy may be largely 
avoided, the financing of the defense 
program will be on a sounder basis, 
and the consumers who voluntarily 
postpone their purchases will have a 
financial backlog which will stand them 
in good stead in the period of readjust- 
ment. 

In addition, by placing their savings 
at the disposal of the Government, many 
people who otherwise cannot directly 
assist the preparedness program will be 
making an essential contribution to its 
success. 


WHY PEOPLE MAKE OR DON’T MAKE WILLS 


Family Economics Bureau, Northwestern National Life Insurance Company, 


Minneapolis, Minnesota. 


NE out of three middle class 
Americans knows that he needs to 
make a will, but can’t get around 

to doing it; one out of five actually has 
made a will, and one out of six feels 
his estate doesn’t amount to enough to 
warrant making a will. 

An inquiry to 25,000 ordinary policy- 
holders of Northwestern National Life 
Insurance Company also reveals that a 
vacation or other trip causes more 
people to make wills than any other 
outside influence, with advice of busi- 
ness associates second in importance as 
a cause. Change in family relationships 
is another major cause of will-making, 
while the unexpected death of some rela- 
tive or acquaintance is also an impor- 
tant awakening factor and is the prime 
stimulus for making 10 per cent of the 
wills reported. 

Only 16 per cent of the policyholders 
reporting felt they did not have enough 
of an estate aside from life insurance 
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to justify a will, but holdings of those 
without wills averaged $6,870 in life 
insurance and $5,741 worth of other 
property. Ten per cent of those with- 
out wills reported more than $10,000 
each in property other than life insur- 
ance—more than half of these knew 
they needed to make wills but were still 
putting it off. 

Of those who had made wills, the 
average estate amounted to $16,633 in 
life insurance and $19,476 worth of 
other property, the study shows. 

Contrary to general impression, a 
change in physical health was found 
to be one of the minor influences, caus- 
ing less than 3 per cent of wills to be 
made. 

A number of picturesque reasons 
were given by individual respondents to 
the inquiry, in explaining why they had 
not made wills. Among the most in- 
teresting were such as these: “Want to 


1941 4AT 





make all trouble possible for wife”; 
“Waiting for children to develop busi- 
ness ability”; “Family lost all in the 
Austrian anschluss”; “Just plain shift- 


less” (this “shiftless” client had $13,000 
of insurance and $40,000 worth of other 
property); and “I intend to let them 
fight over my things.” 


CORPORATE EARNINGS SHOW GAIN 


The Exchange, New York Stock Exchange, New York City. 


EXT to the war abroad with all of 
its dislocations and uncertainites, 
the factors most widely mentioned 

as stock market depressants are taxes 
and anxiety over the political and eco- 
nomic consequences of war. 

Earnings in the past year now being 
reported by companies listed on the 
New York Stock Exchange suggests that 
more of “fear psychology” than of rea- 
soned calculation entered into ap- 
praisals of the tax element. The aver- 
age company successfully surmounted 
the handicap of increased taxation in so 
far as maintaining dividends is con- 
cerned. In relatively few instances did 
added taxes, alone, result in a lower 
dividend in 1940 than in 1939. 

Of the companies with common stocks 
on the Exchange, the first 305 to make 
their results public show a profit gain 
of 13.6 per cent over 1939. Combined 
net profits of this group, less combined 
net losses, amounted to $1,383,062,869, 
which compares with $1,216,984,695 for 
the same companies in 1939. 

With only about one-third of the com- 
panies on the common stock list report- 
ing to date, it is too early to draw 
conclusions for the separate industrial 
groups. But here are some trends: 


While 82 of 730 listed companies 
showed losses in the survey of 1939 
corporate earnings (June, 1940, issue 
of The Exchange), so far only 15 com- 


panies are out of the profit column in 
1940. 


Improvement over 1939 was reported 
by 203 companies. Of these, 185 had 
larger profits, 15 turned losses into 
profits, and 3 decreased their losses. 


Here is a point at which the trend 
toward better earnings shows a slight 
interruption: In the survey of the 1939 
earnings of 730 companies, only 119 
failed to show improvement over 1938. 
Already 102 companies have reported 
less favorable results in 1940 than in 
1939. 


But if earnings are beginning to level 

off, they are doing so on the most satis- 
> . 

factory plane seen in more than a 


decade. And the current wave of ac- 
tivity, which dates from the early part 
of 1939, already has endured longer 
than the 1936-37 recovery. 

The most substantial gains among 
the companies reporting to date were 
made in such lines as farm machinery, 
paper and publishing, steel, the rail- 
roads and electrical equipment. 


FDIC BANK REPORT ANALYSIS 


By Leo T. CrowLey 
Chairman, Board of Directors, Federal Deposit Insurance Corporation, Washington, D. & 


OANS and deposits of commercial 
banks insured by Federal Deposit 
Insurance Corporation rose during 

1940 to the highest levels recorded dur- 
ing the existence of the corporation. 
On December 31, 1940, the 13,438 in- 
sured commercial banks reported total 


loans of $18,398,000,000, an increase 
for the year of $1,532,000,000, or 9 per 
cent. The amount of loans on Decem- 
ber 31, 1940, exceeded by $1,354,000,- 
000 the record figure for insured com- 
mercial banks of  $17,044,000,000 
reported on June 30, 1937. 
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The comparative statement of assets 
and liabilities of all insured commer- 
cial banks reveals the following sig- 
nificant changes for the twelve months 
ended December 31, 1940: 

1. Total deposits increased $7,393,- 
000,000 or 13 per cent during the period 
to $63,470,000,000 the highest ever re- 
ported to the corporation. The con- 
tinued growth may be attributed chiefly 
to a continued influx of funds from 
abroad, to inter-bank redepositing, and 
to increases in loans and securities of 
the banks. Deposits of individuals, 
partnerships, and corporations, payable 
on demand increased $5,204,000,000, or 
19 per cent; deposits of domestic and 
foreign banks increased by $1,375,000,- 
000, or about 14 per cent; 

2. Cash and funds due from banks 
showed an increase for the year of 
$4,415,000,000, or 20 per cent and 
amounted to $26,290,000,000 on Decem- 
ber 31, 1940, the highest figure on 
record; 

3. Holdings of United States Govern- 
ment obligations and obligations guar- 
anteed by the United States Government 
increased by $1,496,000,000, or almost 
10 per cent and amounted to $17,064,- 
000,000 ; 

4. Holdings of obligations of states 
and political subdivisions increased to 


$3,608,000,000 on December 31, 1940, 
a gain of $323,000,000, or 10 per cent 
during the year. Holdings of other 
securities, exclusive of foreign secu- 
rities and stock in Federal Reserve 
banks, amounted to $3,158,000,000, a 
reduction of about 2 per cent during 
the period; 

5. Holdings of other real estate ac- 
quired in settlement of debt and not 
used as bank premises, were reduced 
during the year by almost 20 per cent, 
or $83,000,000; : 

6. Total assets amounted to $70,720,- 
000,000 on December 31, 1940, an in- 
crease since December 30, 1939, of 
$7,573,000,000, or 12 per cent. Of the 
assets held by insured commercial banks 
on December 31, 1940, 37 per cent were 
cash, reserves, and funds due from 
banks, 34 per cent were securities, and 
26 per cent were loans and discounts; 

7. Total capital accounts of the in- 
sured commercial banks increased by 
$149,000,000, during the period, reflect- 
ing increases in surplus, undivided 
profits, and reserves, which more than 
offset retirements of preferred capital. 
Total capital accounts amounted to 
$6,673,000,000 on December 31, 1940, 
equal to 9.4 per cent of total assets, 
compared with 10.3 per cent on Decem- 
ber 30, 1939. 


NATIONAL INCOME ANALYSIS 


Division of Industrial Economics, The Conference Board, New York City. 


HE District of Columbia, Connecti- 
cut, New York, Delaware and Ne- 
vada, in the order named, received 
the largest per capita incomes in 1940, 
with averages ranging from $1,179 to 
$771. Only the District of Columbia 
and three Southern states—Virginia, 
South Carolina and Louisiana—ex- 
ceeded their 1929 per capita incomes 
last year. Four other states—Indiana, 
Minnesota, North Carolina and Georgia 
—almost equaled their 1929 averages. 
Per capita incomes for the four lead- 
ing states were: Connecticut, $818; New 


York, $816; Delaware, $780; and Ne- 
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vada, $771. Fifteen other states enjoyed 
per capita incomes above the average 
for the country as a whole, which 
amounted to $546. These were Massa- 
chusetts, California, New Jersey, Illi- 
nois, Rhode Island, Wyoming, Ohio, 
Michigan, Washington, Maryland, Penn- 
sylvania, Oregon, Wisconsin, Montana, 
and Minnesota. 

Mississippi received the smallest per 
capita income, amounting to $198, as 
compared with $129 in 1933 and $269 
in 1929. Arkansas’s per capita was 
next to lowest at $248, against $296 in 
1929. 
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The top four states and the District 
of Columbia received widely varying 
proportions of the total income, from 
0.1 per cent for Nevada and 0.3 per cent 
for Delaware to 15.3 per cent for New 
York. The District of Columbia’s share 
was 1.1 per cent, and Connecticut’s, 1.9 
per cent. 

The Middle Atlantic: states of New 
York, New Jersey and Pennsylvania 
ranked first on a regional basis, their 
incomes last year averaging $717 per 
person. The Pacific states of Washing- 
ton, Oregon and California were next, 
with a per capita of $692, and were 
followed by the New England states, 
which had an average income of $659 
per capita. Only one other region, the 
East North Central (comprising Ohio, 
Indiana, Illinois, Michigan and Wiscon- 
sin) had a per capita above the $546 
level for the country. Its income 
amounted to $611 per person. 

In absolute terms, New York’s share 
continues to be much greater than that 
of any other state, and in 1940 it 
amounted to $11 billion of the coun- 
iy’s total real income of $72 billion. 
The states next in order are Pennsy]l- 
vania, which received about $5.9 billion, 
or 8.2 per cent of the total; Illinois, 
with $5.3 billion, or 7.4 per cent; Cali- 
fornia, with $5.1 billion, or 7.0 per 
cent; and Ohio, with $4.2 billion, or 
5.8 per cent. 

The states receiving the smallest 
amounts were Nevada, with $85 million; 
and New Mexico, with $195 million. 

Regionally, the Middle Atlantic states 
received the most, its share having 
amounted to $19.7 billion, or 27.5 per 
cent of the country’s total. The East 
North Central was second, with $16.3 
billion, or 22.6 per cent. Next were 
the South Atlantic region, with $7.4 
billion, or 10.4 per cent; the Pacific 
region, with $6.7 billion, or 9.4 per 
cent; the West North Central region 
(Minnesota, Iowa, Missouri, North Da- 
kota, South Dakota, Nebraska and 
Kansas), with $6.3 billion, or 8.8 per 
cent; and the New England states, with 
$5.6 billion, or 7.7 per cent. The re- 


maining regions—the West South Cen- 
tral, East South Central and Mountain 
—each received less than $5 billion. 


The regional pattern of national in- 
come was not significantly altered in 
1940 by the defense program, but the 
concentration of defense contracts in 
certain areas may be a major factor in 
changing the state distribution of na- 
tional income in 1941. 


The most pronounced prospective 
shift is a sharp increase in the Pacific 
Coast states. Within a period of nine 
months, California, Oregon and Wash- 
ington have received almost one-sixth 
of all national defense contracts 
awarded, whereas in 1939 the three 
states together accounted for only 6.5 
per cent of the national value added by 
manufacture and in 1940 accounted for 
only 7.4 per cent of the population and 
9.4 per cent of the national income. As 
compared with a total of $1.6 billion of 
value added by manufacture in 1939, 
the Pacific Coast states have already re- 
ceived almost $2 billion in defense con- 
tracts. 

As in the last war, the South Atlantic 
area also appears to be entering a 
period of expansion which should con- 
tinue to improve its position in the 
regional ranking of income received. 
This region has been awarded 13.6 per 
cent ($1.6 billion) of all defense con- 
tracts to date, whereas in 1939 it re- 
ported only 9 per cent ($2.2 billion) 
of the total value added by manufac- 
ture. More than half the value of de- 
fense contracts awarded in the area, 
however, is for ship construction, which 
will be spread over a period of years. 

High degrees of concentration of de- 
fense awards relative to net manufac- 
turing output also exist in New England 
and in the Middle Atlantic states. To 
the extent that the regional distribution 
of defense contracts changes the regional 
income pattern, the central areas seem 
likely to lag, although there are two 
factors that will probably serve as off- 
setting influences. First, a high per- 
centage of defense plant contracts is 
being awarded to interior areas for 
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strategic reasons, and when these plants 
get into production the regional income 
will increase. Second, the demand for 


PEACE 


Fortune Magazine, 


(Nore: A plan for America’s part in a 
“New Order of Free Peoples” after the war 
is presented in the report of the eighth 
Fortune Round Table at which seventeen 
diverse specialists in international affairs 
and six consultants from Norway, Australia, 
Poland, France, Yugoslavia and Czecho- 
slovakia were brought together by Fortune 
magazine to formulate a set of peace aims 
to which the United States might subscribe. 
The Round Table findings, published in full 
in the April issue of Fortune, report in 
vivid dialogue form the three-day meeting. 
Despite their widely divergent approaches 
to the subject, a majority of the panel 
declares that such a new order can be estab- 
lished if, for its own best interests, the 
U. S. agrees “at once to assume a large 
share of rsponsibility for reconstruction of 
the post-war world.” Following is a por- 
tion of the report:) 


E do not propose that the U. S. 
accept commitments to restore 
and maintain the uneasy, quar- 
relsome, and timid balance of power 
that has dominated the world for the 
past twenty years. It is essential for 
America and Britain to use their re- 
armament programs so as to create at 
once a superior military and economic 
nucleus around which other peoples 
can gradually be rallied—a Democratic 
Bloc having enough power to dictate 
the termination of the present war and 
also the character of the next peace. 
At the end of the present war we be- 
lieve the task of reconstruction should 
be entrusted—not to a hurriedly con- 
vened peace conference—but to the 
organs already developed by the Demo- 
cratic Bloc during the present war. 
What we envisage is a continuing 
organism—a kind of permanent nego- 
tiating body—to sweep away the debris 
of the present war and lay economic and 
political foundations for the future. 
While the Democratic Bloc should 
not attempt to impose a common pat- 
tern of government on every country, 
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non-manufactured products, including 
agricultural commodities, will probably 
increase. 


AIMS 
New York City. 


we do believe that each nation, as a con- 
dition of membership in the Democratic 
Bloc, should accept a Bill of Rights 
guaranteeing certain civil liberties. 

As nations, regions, or federations 
complete their constitutions they can be 
admitted to full membership in the 
Democratic Bloc. When this process is 
completed, particularly with respect to 
the defeated powers, the Democratic 
Bloc will become merged into a New 
Order of Free Peoples based on the con- 
cept of equality for each people. 

The experience of the demobilization 
period will inevitably determine the 
shape of the new association. What- 
ever its precise form, we believe the 
U. S. should contribute to its success by 
accepting the following obligations: 


1. Participate in machinery for the 
settlement of international disputes and 
in a system of effective sanctions against 
aggressors. 

2. Accept the responsibilities of a 
creditor nation. 

3. Conclude agreements regulating 
domestic economic policies that might 
otherwise injure other peoples. 

4. Participate in agreements for the 
reduction of armaments. 


At the close of the present war the 
U. S. and other members of the Demo- 
cratic Bloc should maintain their mili- 
tary superiority until an effective inter- 
national system is created, promoting 
world economic expansion on the one 
hand and effective collective security on 
the other. Once such an effort is suc- 
cessful, reduction of armaments must be 
undertaken. 

This concept of a Democratic Bloc 
is valid regardless of the outcome of the 
present war. If British victory is com- 
plete, as we believe it will be providing 
American aid is effective, this bloc will 
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serve as a framework for orderly post 
war reconstruction. But if this war 
should unhappily end in a stalemate 
truce, the bloc would erect a dike 
against renewed German expansion out- 
side the continent of Europe. 

The U. S. also must assume certain 
political commitments on behalf of the 
New Order. But if the experience of 
the last ten years means anything, it is 
that democracy cannot survive unless 
America and the other free peoples 
agree to confront new aggressions be- 
fore they reach the state of world-wide 
conflagration. 

America cannot stop the evolution 
of history. The inexorable course of 
events is transferring predominant 
world power to our hands. If America 
does not realize it is acquiring such 
power, or if it exercises it irresponsibly 
and without purpose, the result will be 
disastrous to the world and to ourselves. 

To establish such a Democratic Bloc 
the Fortune Round Table proposes: 

1. Formation of an Anglo-American 
Technical Board to work out common 
specifications for both American and 
British material. 

2. Closest céoperation between the 
defense agencies in Washington and the 
supply ministries in London, Ottawa, 
and elsewhere. 

3. Creation of a U. S. Department of 
Economic Defense, to attack other types 
of problems, the most important of 
which is that of the raw material sur- 
pluses that exist in many countries, par- 
ticularly in Latin America and colonial 
areas. 

4. Immediate reduction of the U. S. 
tariff by fifty per cent at least for the 
period of the war—except upon goods 
from aggressor countries and upon farm 
imports where huge domestic surpluses 
already exist. 

5. Follow prudent U. S. fiscal policy 
in prosecuting the present rearmament 
effort. 

6. Appointment of an official commis- 
sion to prepare a program of post war 
demobilization. 

Under the auspices of the Democratic 
Bloc each government should - bring 





about the orderly demobilization of its 
rearmament economy along parallel 
lines. Men should not be discharged 
from army units and munition plants 
until they have a chance of being 
absorbed elsewhere. 

During the demobilization period 
government spending will have to’ be 
continued temporarily to afford work 
relief and to assist in the reorganization 
of industries. Nevertheless, if govern- 
ments regard spending programs not as 
an end in themselves but as a means of 
economic rehabilitation in which in- 
vestment and initiative can again freely 
function, we believe a post war collapse 
will be avoided and a_ world-wide 
economic expansion slowly generated. 
Toward this end the Democratic Bloc 
during the demobilization period should 
extend to devastated countries the raw 
materials, capital goods, or technical 
assistance necessary for reconstruction. 

In addition to developing parallel 
expansion programs, the Democratic 
Bloc should use the demobilization 
period to create a freer trading area. 
Members of the bloc must progressively 
reduce their tariffs, liberalize their ex- 
change controls and quotas, and extend 
the benefit of all clearing agreements to 
every member of the bloc. 

Assuming the adoption of sound do- 
mestic policies by both this country and 
Great Britain, we believe the U. S. 
should make the following contributions 
toward the restoration of a _ world 
economy in the demobilization period: 

1. Continue the low tariff adopted 
adopted during wartime. 

2. Encourage the pegging of foreign 
currencies to the dollar, not independ- 
ently as after World War I but only after 
consultation; céordinate U. S. monetary 
policy with that of other governments. 

3. Resume foreign lending on behalf 
of a general reconstruction program. 

The American people must not repeat 
the mistakes of 1919-20. This time we 
must assist in creating an Order of Free 
People in which new opportunities for 
the most humble will be created and the 
goal of international and personal secur- 
ity advanced. 
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LIFE INSURANCE AND SAFE DEPOSIT SERVICE 
By James A. McBain 


Assistant Treasurer, The Chase Safe 


F we are to retain the safe deposit 

business we have and develop a new 

market, we get into a field where 
the average box holder is an owner of 
a life insurance policy. There are mil- 
lions of these outstanding as you know. 
From time to time we hear stories of 
life insurance agents advising against 
the keeping of life insurance policies in 
boxes because of so-called “red tape” 
involved in getting them out after death. 
This argument is used many times. 
Recently the New York State Associa- 
tion had occasion to write a national 
life insurance advertising agency on this 
subject and they replied that there was 
a certain “mystery” about getting polli- 
cies out of boxes in some states. So far 
as New York is concerned the procedure 
is simple and a policy is obtainable 
from the box of a decedent within a few 
hours notice for delivery to beneficiary. 
This is indeed a better plan than leav- 
ing the policy elsewhere where it may 
take days before it is discovered. A bank 
in the middle west has started some off- 
setting publicity by selling ‘insurance 
agents on the idea of affixing a label to 
each policy sold. It suggests that the 
policy be kept in a safe deposit box in 
a local bank. 

If there are states which surround the 
opening of boxes of deceased persons 
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Deposit Company, New York City. 


with “mystery,” it would seem that here 
is a point which all of us could study. 
Possibly quicker action in permitting 
access to boxes after death in your own 
states will help to popularize safe deposit 
boxes among people who have hereto- 
fore considered it cumbersome to obtain 
entry after death. We rent, or hope to 
rent, boxes to people of small incomes. 
They do not have sufficiently large 
amounts of securities or other assets to 
warrant estate administration after 
death. Some kind of machinery must 
be set up to permit the heirs of such 
deceased box holders to get box con- 
tents with a minimum of trouble. It is 
not as serious a problem to turn over a 
small bank balance to the family of a 
deceased without estate administration. 
However, if the family is long kept from 
having access to the safe deposit box 
containing the decedent’s — personal 
papers and life policies, the delay and 
what looks like “red tape” discourages 
the members of that family from rent- 
ing boxes for themselves. The more 
simple the procedure, consistent with 
safety, to help these people in times of 
stress and sorrow, the sooner will we 
educate them to become or remain box 
renters.—From a recent address, re- 
leased through the National Safe De- 
posit Advisory Council. 
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OUNTRY banks should accumulate 
records of financial information 
concerning their farmer-borrowers 

in order that the credit status of these 
borrowers can readily be ascertained. 


The national banking agencies and 
practically all state banking depart- 
ments require financial statements to be 
on file with all open notes of $500 or 
more, of course, but my point is that 
we ought not to take financial state- 
ments merely because it is a depart- 
mental requirement, but because it is 
good not only for us but for the bor- 
rower as well. The benefit that arises 
is as important in the case of the tenant 
farmer asking only small loans as it is 
in the case of the landed estates with 
lines of large credit. 

The financial statement is as beneficial 
to the borrower as to the lender. Re- 
quiring statements from the farmer is 
very influential in inducing him to keep 


HILE there is a_ tremendous 
amount of information, detailed 
work, and technical knowledge 

necessary for the proper lending of de- 
positors’ funds, as a rule banks do not 
acquire losses as a result of technical 
errors. They are acquired from follow- 
ing the wrong principles, permitting ex- 
ceptions to become the rule, and allow- 
ing good loans to become bad loans. 

The large element of judgment in- 
volved in handling loan transactions 
has mostly to do with exceptions to 
standard practice which appear in the 
form of borderline cases—that is, loans 
that are neither clearly good nor 
clearly bad. 

The causes of loan trouble fall into 
certain easily defined classifications: 


FINANCIAL STATEMENTS FROM FARMERS 
By W. A. CoLiines 


President, First National Bank of Crawfordsville, Indiana. 


CAUSES OF LOAN TROUBLE 


By JosepH M. DopcEe 
President, The Detroit Bank, Detroit, Michigan. 


an adequate set of books in his busi- 
ness. Financial statements, as they 
accumulate from year to year, are a 
great aid in enabling the farmer to im- 
prove his position. In a business as 
highly specialized as farming, financial 
statements are now one of the absolute 
essentials. 

But while we are considering the 
question of discovering farm operating 
costs as they relate to the business of 
our customers, we must not overlook 
the fact that such an investigation is 
just as important concerning our own. 

With earning interest rates being 
driven constantly lower, with the pros- 
pect of taxes being very greatly in- 
creased, with labor costs being ad- 
vanced, it behooves us to scan closely 
our costs and make such adjustments as 
will enable us to meet changing condi- 
tions——From an address at the recent 
Louisville, Ky., ABA Regional Con- 
ference. 


1. Incomplete information. There 
can be little excuse for losses resulting 
from a lack of care in obtaining and 
analyzing all the information necessary 
to support a proper judgment. 

2. Anxiety for income. Interest on 
loans is one of the principal revenues 
of a bank. It is easy to add to current 
income by making loans. But if the 
loan is not sound, at some later time 
loss of all or part of the principal may 
result in a loss of not only all the in- 
come produced by the loan but may 
destroy the income produced by many 
other good loans. 

3. Competition. Sometimes a loan is 
made either to bring a substantial de- 
posit account to the bank or to prevent 
one from leaving the bank. The test in 
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this ‘case is “How good is the loan with- 
out the account?” The account is sub- 
ject to withdrawal on demand and 
usually has been if the loan turns out 
to be difficult of collection. Competition 
between banks for size and community 
influence is usually the cause of. this 
kind of loan trouble. 

4. Egotism. In making loans bankers 
are in a position of some power with 
respect to the borrower’s business or 
personal affairs. This power can be 
used to be as constructive and helpful 
as possible within the limits of sound 
banking, or it can be abused to some 
degree. The abuse, if any, is usually 
allied with the egotism of the lender. 
He may like to use and display the 
authority that goes with making the de- 
cision. Inevitably he will be led astray 
by it. He may like to be popular. 
Usually a generous man is a popular 
man. A banker can be very well liked 


if he easily meets the demands of bor- 
rowers, but that is being generous with 
other people’s money. He may indicate 
a desire for personal approval or favor 
by the importance he attaches to the 
social, business, or political standing of 


borrowers. 

5. Timidity. A natural desire not to 
offend a customer or friend in meeting 
a doubtful or difficult loan situation 
sometimes causes bankers to take the 
course of least resistance. Hope that 
time and conditions will work in favor 
of the bank is substituted for the proper 


action and the courage to ask for what 
is needed or should be required. 

6. Technical incompetence. Able and 
experienced lenders know how to pro- 
tect the bank in the actual making of a 
loan. While technical incompetence 
may occasionally exist, it is least likely 
to result in loan trouble. 

7. Pay day. Every loan has either a 
maturity when it is supposed to be paid, 
or there is an agreement with the bor- 
rower for its progressive reduction. 
Loans should be made to be paid, not 
carried. The test of their quality is in 
their liquidation. Debt is not a benefit 
to the lender, borrower, or to the gen- 
eral economy unless it is paid. 

8. Supervision. If the loan is good 
at the beginning, supervision keeps it 
good. This is made up of watchfulness, 
insistence upon liquidation, and prompt 
action when necessary. 

These are the gates through which 
loan troubles enter. If any of them 
have an influence on bank lending, it is 
certain that troubles will come. The 
defense hinges on the personal equation 
which begins with knowledge and expe- 
rience, ends with attitude and under- 
standing, and is supported by a deter- 
mination to do only what is funda- 
mentally sound for this one bank, its 
depositors and borrowers.—From the 
booklet “Editorials on Our Changing 
Banking,” recently published by The 
Detroit Bank. 


INFLATION TENDENCIES CAN BE CONTROLLED 


By Henry H. HEIMANN 
Executive Manager, National Association of Credit Men, New York City. 


LTHOUGH inflation _ possibilities 
grow as the United States’ debt 
rapidly proceeds towards higher 
levels, the post-World War experience 
of some European countries is hardly 
likely in any foreseeable future in this 
country. Nevertheless, the manner of 
our deficit financing for the defense 
program will have a considerable in- 
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fluence on our financial record after 
the war. 

If most of the Government securities 
are absorbed by individuals and cor- 
porations, rather than by the banks 
which have been the main source of the 
Government’s funds raised by bonds in 
the past decade, then credit inflationary 
tendencies can be reasonably well con- 
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trolled. It behooves every American 
citizen to do his part to help direct this 
financing along sound lines and to share 
in the new bond program. 

In considering this whole problem, 
we must not overlook the recent anti- 
inflationary recommendations of the 
Federal Reserve Board. They consti- 
tute a sound plan and should be urged 
upon our Congressmen and Senators, 
not only in our own selfish interests but 
as a constructively patriotic service to 
the country. The feeling that the Board’s 
program may not gain Congressional 
adoption is one of the factors causing 
uneasiness to those with an interest— 
large or small—in investments. 

Concern over taxation and inflation— 
and the heightened interest in such in- 
vestment hedges as farm _ property 


ownership—are significantly noticeable 
throughout the country. 

With the post-1929 deficits and the 
current defense program requirements, 
renewed attention to taxes and living 
costs is as desirable as it is understand- 
able. The next few months will witness 
whether our Federal tax system will be 
improved and simplified or whether the 
forthcoming tax legislation in Congress 
will only add to the complexities, in- 
equities and burdens of present tax laws. 

The outcome of the situation may de- 
pend largely on the extent to which 
business men devote attention to this 
vitally important matter and express 
themselves about their tax problems to 
their Representatives and Senators in 
Congress. — From Mr. Heimann’s 
monthly review of business. 


MERCHANDISE AND BROADEN BANK SERVICE 


By Harry A. BRYANT 
President, Parsons Commercial Bank, Parsons, Kansas. 


THER than increasing our earn- 
ings from a_ dollar and cents 


standpoint, equally important is 
the job of selling chartered banking and 
the service it renders to the communities 
it serves. Too many people have been 
forced away, or have drifted away from 
the banks, and unless we do something 
about it they are going to stay away. 

I believe we can do this job, once we 
are aroused to the necessity of doing it. 
We can broaden our services to increase 
our earnings, because that is the logical 
and necessary thing to do. We can also 
resell the American system of banking 
to the public to the end that they will 
never permit that system to be replaced 
by any other kind of a system, no matter 
what the emergency may be. 

With the increasing taxes which must 
be levied within the coming years in 
order to pay the enormous public debt 
already created, we face a continued 
problem of increasing costs which we 
must solve if we are going to stay in 
the banking business. 

We have the best banking service in 
the world for sale, and if I am any 
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judge, it has not been half sold. It has 
only been within the past few years that 
we have really been selling our services 
at all. Before that, we were giving them 
away. The public must be made to 
realize that banking service is a useful 
and necessary commodity, and it will 
take salesmanship to do the job. 

Are we handling all the checking 
accounts that our present force can 
handle? Are we operating in full 
capacity, or about 75 per cent of our 
capacity? In mentioning checking 
accounts, I mean those customers who 
are willing to pay a reasonable service 
charge. It has been said that about 90 
per cent of the country banks could 
handle about 25 per cent more check- 
ing accounts, without any additional ex- 
pense, except cost of stationery. Grant- 
ing this, there is a field that has been 
sadly neglected. An increase of 26 per 
cent in the service charges now being 
collected would be worthwhile. This 
can be accomplished by salesmanship— 
by advertising—by letting the people 
know we want that kind of business on 
a profitable basis. 


THE BANKERS MAGAZINE for May, 1941 





All of us have hundreds of customers 
who at one time carried checking 
accounts with us and who are no longer 
customers in any department. Either 


because they were assessed a service 
charge without proper explanation, or 
because they thought we did not want 
to bother with their small account, they 
have been transacting their business 
with cash. By proper approach these 
can be attracted to our banks again. 


If the bank does not care to issue the 
regular bank money order, it can at 
least sell its drafts on the same schedule 
used by the post office and increase its 
income every month. The trouble seems 
to be that banks have not been accus- 
tomed to look to these small items of 
income in the past and the real job of 
salesmanship must be initiated by the 
managing officers and then passed on 
down the line. 


There are many other methods which 
can be used to sell bank services. To- 
day we cannot afford to be “choosey” 
about profits—they are too scarce, and 
since they are a necessity, we must, in 
a way, become “beach combers” to the 
extent that we will pick up these nickels 
and dimes wherever we find them. 

To do these things it will be neces- 
sary to take our employes into our con- 
fidence and show them the need of in- 
creasing our earnings by broadening 
our services. They will want to help, 
but unless they are sufficiently in- 
formed, naturally they will not be in a 
position to represent our banks as sales- 
men. When we realize that our tellers 
meet and service about 90 per cent of 
our customers, it is self-evident where 
the salesmanship must come from in a 
program of this kind.—From an ad- 
dress at the recent Louisville, Ky., ABA 
Regional Conference. 


ELEMENTS OF GOOD BANKING 
By Frep C. WiecMAN 


President, Midland College, Fremont, Nebraska. 


E are living in days of severe test- 

ing. Every one of us who is serv- 

ing the public must give good 
reasons for his right to live. We are 
all under trial. No one of us is going 
to survive unless he deserves to sur- 
vive. The schools, the churches, the 
professions, industries, are all under 
fire. If they have confidence in them- 
selves and their programs, the fire will 
not consume them. 

In so far as banking is concerned, it 
has always been a struggle between the 
banker and the politician, always a 
struggle between those on the inside and 
those on the outside. I humbly believe 
it will always be so. You will always 
be on your mettle, always on trial, al- 
ways under fire. That is the way of 
democracy. The first requirement is 
that the banker shall have respect for 
the institution of banking. 

The men who are successful in bank- 
ing today got ahead by thinking, 
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hustling, and having faith. Up to to- 
day, the banking institutions have only 
scratched the surface of the possibilities 
of financial service. 

I-am not greatly concerned about the 
banker’s professional probity. I am 
speaking of his integrity as a man. No 
bank will ever be greater than its 
banker. There is no alchemy about 
money that makes a banker into any- 
thing except the man he is at heart. The 
banker is more than a financial agent. 
He holds in his two hands the lives of 
45,000,000 people. In his care and 
keeping are the insurance funds repre- 
senting the savings of 64,000,000 peo- 
ple. His neighbors will forgive an error 
of judgment; they will not and should 
not so readily forgive an ignoble char- 
acter. Besides the honorable public 
servant they place on the pedestal of 
their trust the responsible and con- 
scientious banker.—Frem an address at 
the recent Louisville, Ky., ABA Re- 


gional Conference. 
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Public Relations Pointers 


Speaking recently before a meeting 
of the New York Financial Advertisers 
Association, Carlton K. Matson, who 
was advertising manager of The Cleve- 
land Trust Company twenty years ago 
and is today engaged in public relations 
work in the firm of Martin Dodge & 
Carlton K. Matson, New York City, 
made some excellent suggestions to 
bank public relations men. In part, he 
said: 

“You can expect to use as high as 
two-thirds of your time inside your or- 
ganization to get the opportunity to ap- 
ply the remaining third outside at the 
point of sale. . . . If it takes more than 
two-thirds of your time to sell your as- 
sociates, to create the opportunity to 
apply your thinking to the public, 
there’s something wrong with your 
situation. Maybe you had better start 
an internal revolt of your own or get 
a new job. . . . The internal sale, the 
selling to your own organization, is al- 
most certainly the most important sale 
you make.” 


Regarding the place of public rela- 
tions in policy-making, Mr. Matson 
said: “One of the functions of a chief 
executive today is public relations. The 
chairman or president today who is not 
interested in applying public relations 
thinking at the point of policy should 
not be a chairman or a president—and 
in many cases he will not be very long. 


Advertising and 
Publie Relations 


Digests of Recent Ideas, Campaigns, 
Advertisements, etc. 


“You'll note that I emphasize point 
of policy. If public relations thinking 
is not applied to policies when they are 
made, they are not going to be good 
policies for these times. . . . If a bank 
is going to change its loan policy, to 
raise or lower its interest rate, to in- 
crease the charge on checking accounts, 
institute the making of character loans, 
etc., the public immediately becomes a 
vital factor in what’s going to happen. 
And your job starts at the beginning, 
not at the ‘kill.’ 

“Should the action be taken, the serv- 
ice offered? Is public opinion ready 
for it? Does the public mind need to 
be prepared? Is this the season for 
it? What will be the impact on small 
investors, on labor, on customers gen- 
erally? 

“These may not be just the questions, 
but they are the kind of questions you 
should answer. And unless you want 
to find yourself just a number on a civil 
service roster you had better make sure 
that your institution—the heads of it— 
are turning to you for public relations 
answers. 

“If you have been forced into being 
just a ‘yes’ man, I suggest you do some- 
thing pretty vigorous to change your 
status. Possibly you might get fired, 
probably not. Anyhow, if your insti- 
tution doesn’t want honest public rela- 
tions thinking it isn’t going to be very 
healthy for you or for itself. 

“The days of financial policies formu- 
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lated solely in the rarefied vacuum of 
directors’ meetings have got to be over. 
And I am not being light or smart 
about this. I was never in my life more 
in deadly earnest. The private banking 
institution is in mortal danger. The 
banking authority of the country is 
passing, or maybe has now passed from 
private banking to Washington, and the 
average man doesn’t know what’s hap- 
pening to him and has no sympathy 
with the problem. ... More impor- 
tant, he isn’t being aroused to any sym- 
pathy with the problem.” 


Bank Week 


The week of April 14 to 19 was set 
aside this year in Michigan by Gov- 
ernor Van Wagoner “as a time to ac- 
quaint the adult population in the State 
of Michigan with the part that banks 
play in the everyday life of each com- 
munity.” 

Publicizing the event, the Michigan 
Bankers Association prepared news- 
paper advertisement copy to be utilized 
by member banks, inviting the public 
to attend an “open house” from 7:30 to 
9:30 on the evening of April 17. At 
that time, no business was transacted 
by the banks, but staffs were on hand 
to meet the public and explain opera- 
tions. 


Introducing the Staff 


An interesting and effective feature in 
a recent issue of The Open Door, a 
monthly publication issued by the In- 
dustrial Federal Savings and Loan Asso- 
ciation, Denver, Colorado, introduced 
the organization’s entire staff to readers. 
From twelve to fifteen words of descrip- 
tion accompanied a photograph of each 
officer and employe. For example, one 
staff member, Sam G. Russell, was de- 
scribed: “ ‘Smilin’ Sam’ we call him, 
and does he smile when he signs up a 
new Industrial saver.” Harriot Begole 
was described as “Mr. Bromfield’s 
charming, witty and very efficient sec- 
retary; with us almost twelve years.” 
Others réceived equally personalized 
and interesting treatment, thus convey- 
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ing a feeling of friendliness to 
reader. 


Army Scout Car Display 


Effective evidence of Cleveland’s ac- 
tive participation in the national de- 
fense program was recently on display 
on The Cleveland Trust Company’s out- 
door exhibit corner, in the form of an 
army scout car made by the White 
Motor Co. Two soldiers were present 
to explain the workings of the car, 
which is equipped with machine guns 
and radio, to passersby. A poster called 
attention to the fact that the scout car 
was made by a Cleveland company, and 
that many Cleveland industries “use the 
banking facilities of The Cleveland 
Trust Company in their defense work 
as they have for many years in their 
commercial endeavors.” 


Defense Cooperation 


Surrounded by photographs showing 
action scenes in various manufacturing 
plants, a recent timely, effective adver- 
tisement of the Corn Exchange National 
Bank and Trust Company, Philadelphia, 
told the story of Philadelphia’s and the 
bank’s efforts and accomplishments in 
the defense program. The ad was cap- 
tioned “Philadelphia Ranks Number 
One>in America’s Number One Job— 
The National Defense!” A sub-head 
read: “Never backward in the processes 
of patriotism, the historical capital of 
the United States now becomes its in- 
dustrial capital,” and the introductory 
paragraph stated: 


“The city’s banks are daily putting 
dollars on duty to speed the growing 
work of defense throughout Philadel- 
phia’s teeming areas. The whole section 
is alive and alert, as never before in its 
tradition of guarding zealously the bul- 
warks of our liberties—independence, 
and freedom.” Following paragraphs 
mentioned specified company names, 
products, expenditures, etc., and the 
closing paragraph tied the bank in with 
the following copy: 

“Tn all this work and the things still 
to come in America’s great effort to 
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keep the flag of liberty aloft, the Corn 
Exchange National Bank and Trust 
Company stands in the front lines of 
defense, ready as usual to meet the 
needs of the times.” 

The ad also calls attention to a new 
handbook, “Dollars for Defense,” is- 
sued by the bank. This nineteen-page 
booklet gives highlights of the various 
types of loans available at the Corn 
Exchange, and invites business men to 
personally “discuss your credit needs 
with our officers so that their experience 
may be exercised in helping you to meet 
your individual situation to the best 
advantage.” Among the types of loans 
described are: commercial, or open 
line; warehousing and commodity; ac- 
counts receivable financing; discounting 
commercial notes receivable; import 
and export loans; time sales payment 
plans; insurance premium loans; mod- 
ernization loans, collateral, personal, 
and automobile loans; etc. Included is 
a reprint of the interesting chart of 
“Five Major Financial Ratios for 70 
Lines of Business Activity,” from the 
recent book “The Balance Sheet of the 
Future,” by Roy A. Foulke. 


‘‘Family Group’’ Ads 


In a recent memo sent to officers and 
branch managers of his organization, 
Robert A. Brown, advertising manager 
of the First Wisconsin National Bank, 
Milwaukee, described the advantages of 
the bank’s new “Family Group” plan 
of newspaper advertising. Instead of 
carrying an ad on one department one 
day, and on another department the 
next day—or trying to cover a number 
of departments in any one advertise- 
ment—the bank will hereafter carry 
“Family Groups” of ads, consisting of 
a number of separate advertisements, 
each descriptive of one service, and all 
to run on the same page of the news- 
paper the same day. Mr. Brown’s memo 
sets forth the advantages as follows: 

“1. High attention value. Each group 
will dominate any newspaper page in 
which it may happen to fall—at even 
lower cost than the large individual 
ads which (the bank) ran in 1940. 


460 





“2. Each advertisement in a group 
automatically gets a better break than 
if it were run by itself surrounded by 
non-bank advertising. 

“3. As a result, even those services 
or departments which require only 
occasional promotion can be advertised 
effectively in relatively small space as 
part of the dominant ‘family group.’ 
This makes it possible to carry on bet- 
ter balanced promotion of a greater 
variety of services. 

“4. Each ad, while part of a group, 
is a complete unit and makes its direct 
appeal to those who are most interested 
in the particular service offered—or 
those in most immediate need of that 
service. 

“5. At the same time, even the most 
casual glancer cannot -help but notice 
that the First Wisconsin offers a broad 
range of helpful service. 

“6 The very novelty of the group 
arrangement not only adds to the gen- 
eral effectiveness of our advertising, but 
assures forceful and almost inescapable 
name repetition. 

“7. The flexibility of the group 
arrangement makes it practical to fea- 
ture almost any service at any time—in 
step with seasonal requirements or 
changing conditions from month to 
month. 

“8. Finally, all the foregoing advan- 
tages combine to give this new series 
exceptionally high ‘institutional value.’ ” 


Wells to Anderson Company 


Richard H. Wells, assistant cashier 
of the State-Planters Bank and Trust 
Company, Richmond, Va., has resigned 
from that position to become associated 
with the Merrill Anderson Company of 
New York, an advertising organization 
among whose clients are many of the 
nation’s outstanding banks. Mr. Wells 
has been with State-Planters for eigh- 
teen years, and in charge of the bank’s 
advertising and promotional work since 
1936. Some of his advertising material 
has won national recognition in bank- 
ing circles. For the past six years he 
has been active in the affairs of the 
Financial Advertisers Association, hav- 
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ASTRATION .. . 


Above is a reproduction (greatly reduced in size) of one of the ads carried in the 
campaign of the Chicago Title & Trust Company which recently won first award 
in the Federated Advertising Clubs competition. 


ing been a director of that organization 
since 1938. 


Federated Ad Club Award 


For the first time, a financial news- 
paper advertising campaign has won 
First Award in competition with gen- 
eral advertisements, as determined by 
the Federated Advertising Clubs. This 
award was recently made by the Chicago 
Federated Advertising Clubs to the 
Chicago Title and Trust Company and 
to Earle Ludgin, Incorporated, the 
agency handling the account. In pre- 
senting the award, the committee com- 
mented on the advertisements as fol- 
lows: 

“This campaign wins the local news- 
paper award. This company had the 
courage to get away from dull financial- 
statement, unreadable, usual type finan- 
cial ads. It really is a problem to talk 
to people about estate matters. They 
are inclined to precrastinate, pass them 
off to the land of manana. This adver- 
tiser has dramatized the idea and has 
had the courage to use large space. This 
advertisement is: but one of a series. 
The layout is arfesting; certainly this 


campaign is precedent-setting in the 
financial field and was outstanding 
among local newspaper campaigns.” 
The campaign ran during 1940 in 
metropolitan, community, and foreign 
language newspapers throughout the 
Chicago area. One of the ads in the 
campaign is reproduced, in reduced 
size, in the accompanying illustration. 


© 


THERE should be no necessity for financ- 
ing the defense program at steadily ris- 
ing rates of interest as was true of the 
previous world war. A wiser plan would 
be a commencement of the program at 
rates fair to the investor and a continua- 
tion of those rates throughout the effort, 
so that buyers of securities will not 
always be waiting for better rates. Both 
Great Britain and Canada have so far 
been financing the war at steady rates 
not far from 3 per cent. We should be 
able to do as well, if not better. Plan- 
ning and carrying through this program 
is the biggest job of banking in the de- 
fense effort—W. Randolph Burgess. 
vice chairman of the board, National 
City Bank of New York, in a recent ad- 
dress. 
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BRIEFS 


Items of Interest from Many Sources— 
Condensed for Quick Reading 


Inflation Well Along 


Inflation no longer is just a bugaboo 
—we are $16,000,000,000 along this 
road, Harry Scherman, economist of 
note, declared recently in The Saturday 
Evening Post in an article analyzing the 
anti-inflationary recommendations of the 
Federal Reserve and the influences of 
rising costs, Federal borrowing, defense- 
spending and other factors. 

“The beginning of inflation nowadays 
is the way we have begun—by a gov- 
ernment borrowing from its banks, thus 
increasing the checking deposits its 
citizens use,” Scherman declares. “We 
are now actually about $16,000,000,000 
along this road. 

“The long-visioned economists who 
want to avert this really dread type of 
inflation have their eyes on one thing; 
the fact that the Federal debt is con- 
tinuing to increase by leaps and bounds, 
with no end in sight. 

“The appended qualification is all- 
important. It is not the size of the 
Federal debt that is the crux of the mat- 
ter; it is the never-ending increase of 
debt.” 

The possibility, he points out, is that 
the money supply will thus be increased 
to a point where distrust of the dollar 
would become justifiable. 


“There is only one protection against 
a runaway inflation in such an event; 
complete control by the central govern- 
ment;.such as exists in Germany, of all 
prices, production and wages. This 
would be the end of the free-enterprise 
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system. In other words, if we see to- 
talitarianism in the United States, it can 
be pretty safely predicted that it will 
come rumbling down this road.” 

The threat of inflation over the long 
term rests in one fact only—that our 
Federal debt has increased without a 
stop for ten years, is continuing to in- 
crease faster than ever, and there is no 
visible end without a complete about- 
face in fiscal philosophy. 

“The economists who in general hold 
this view believe that specific measures 
like those suggested by the Federal Re- 
serve officials can be helpful in deferring 
an inflationary rise in prices over the 
short term, but in the end they must 
be futile unless something much more 
drastic is done. That something is tax, 
tax and tax—and on the other side to 
cut, cut and cut expenses all to one 
final end; that the debt itself stops 
rising. 

Simon & Schuster, New York pub- 
lishers, have issued a book, entitled 
“Will We Have Inflation?” containing 
this Saturday Evening Post article and 
also Mr. Scherman’s analysis of his re- 
cent pamphlet “The Real Danger in 
Our Gold.” 


Williamsburgh Savings Anniversary 


The Williamsburgh Savings Bank, 
Brooklyn, N. Y., one of America’s 
largest mutual savings banks, last month 
observed the 90th anniversary of its 
founding in April, 1851. In announcing 
the anniversary, Henry R. Kinsey, presi- 
dent, defined the vital responsibility of 
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savings banks, especially in times like 
the present: 

“While their first responsibility is to 
the individual depositor, to protect his 
savings,» he said, “mutual savings 
banks have other associated responsibil- 
ities of major importance. To bolster 
the strength and progress of the com- 
munity and nation is definitely a part 
of their purpose.” Another important 
responsibility of savings banks, in the 
words of Mr. Kinsey, is to serve as a 
“financial balance between the peak 
times of inflated pay rolls and the val- 
leys of employment depression.” 

“Security of deposits and payment of 
regular interest dividends consistent 
with such safety,” he said, “encourage 
defense workers earning high wages to 
save, avoiding excessive spending be- 
yond justified limits.” 

As revealed in its January Ist state- 
ment, The Williamsburgh Savings Bank 
has over $70,000,000 invested in U. S. 
Government bonds, and approximately 
$125,000,000 in mortgages. Deposits 
exceed $200,000,000 and surplus is 
more than $40,000,000. 


Property Taxes 


If property owners were now issuing 
annual reports for 1940, as industrial 
corporations are doing, they would show 
that national, state and local taxes took 
between 25 and 30 per cent of their 
gross income instead of the 10 to 12 
per cent of gross sales industry is pay- 
ing in taxes, Dean R. Hill of Buffalo, 
N. Y., president of the Mortgage 
Bankers Association of America, de- 
clared recently in connection with the 
opening of the association’s third 1941 
Mortgage Clinic in Cincinnati, Ohio. 
Property taxes alone are taking from 
15 to 20 per cent, he said. 

“It is all very well to say that in- 
dustry’s taxes have become a crushing 
burden when they equal payrolls and 
exceed the net income after all charges, 
but neither approaches the tax load now 
being carried by real estate all over 
the nation,” he stated. “A nation wide 
re-examination of property taxes ought 
to be made now, so that in the period 
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that follows the accelerated defense ac- 
tivity, the state will be set for a vast 
expansion in home owning such as this 
country has never seen before and such 
as few even believe possible. Therein 
lies insurance for the preservation of 
our American system that is unbeat- 


able.” 


NRCA Conference 


Banking and finance company credit 
representatives will play an important 
role at the 29th Annual Conference and 
Credit Sales Forum of the National Re- 
tail Credit Association, in New York 
City, June 16 to 19, A. B. Buckeridge, 
secretary of the Credit Bureau of 
Greater New York, Inc., announces. 
More than 1,800 credit men and execu- 
tives of hundreds of firms in sixty busi- 
ness and industrial classifications are 
expected to attend. Effects of the de- 
fense program on consumer credit and 
the future of credit will spotlight the 
convention proceedings, General Con- 
vention Chairman A. J. Kramer of Bor- 
den’s Farm Products announces. Other 
pertinent topics and questions scheduled 
for group discussions and analysis are: 
“Is credit legislation an evil?”—“What 
are the danger signs of inflation?”— 
“Should credit terms be curtailed dur- 
ing boom times and liberalized during 
depressions?” —etc. 


Price Administration 


The Office of Price Administration 
and Civilian Supply is a new agency 
created by the President to control price 
administration and the supply and dis- 
tribution of goods to consumers, it is 
explained in a recent Office for Emer- 
gency Management release. The new 
office fuses the Price, Consumer, and in 
part the Agricultural Divisions of the 
National Defense Advisory Commission 
in a single organization, codrdinate 
with the Office of Production Manage- 
ment, responsible directly to the Presi- 
dent through the Office of Emergency 
Management, and equipped by © ec:.tive 
order with all necessary authority. 

Four major responsibilities have been 
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given the Office of Price Administration 
and Civilian Supply. They are: (1) 
control over prices; (2) provision for 
the necessary supply of materials and 
commodities for civilian use, once mili- 
tary needs have been met; (3) equitable 
distribution of those materials and com- 
modities among competing civilian 
groups; (4) protection of consumer 
interests. 


Mutual Savings Anniversary 


Two notable anniversaries were ob- 
served on April 22, when Myron F. 
Converse, president of the National As- 
sociation of Mutual Savings Banks, 
spoke in the Hotel Gramatan, Bronx- 
ville, N. Y. This occasion commemo- 
rated the 75th anniversary of the 
Peoples Savings Bank, Yonkers, and the 
125th birthday year of the mutual sav- 
ings bank system. Host of the occasion 
was the Yonkers Chamber of Commerce, 
bringing together a numerous and 
representative group of savings bank 
men as well as other business leaders. 
Mr. Converse reviewed the long history 
of mutual institutions, with special re- 
gard to the security which they have 
afforded generations of savers and their 
present important part in national 
defense. 


Airplane Finance Successful 


Eye-opening progress in an entirely 
new field of bank lending was revealed 
recently in figures released by L. M. 
Giannini, president and executive com- 
mittee chairman of Bank of America, 
just six months after the bank’s an- 
nouncement that it was making its lend- 
ing services available to finance the 
private purchase of light planes on vir- 
tually the same basis as automobiles. 
In the first half year of the plan’s op- 
eration, Bank of America in Southern 
California alone advanced $517,000 to 
finance the purchase of private planes 
and loaned an additional half million 
dollars for a wide variety of other pur- 
poses allied with private airplane main- 
tenance and student pilot training. The 
bank also reports early success for an- 





other innovation—financing of the train- 
ing of student airplane mechanics. At 
the end of the first month one school 
reports 100 new students signed up for 
tuition under the plan. 


ABA Trust Conferences 


Two regional trust conferences will 
be held by the American Bankers Asso- 
ciation in August and November of this 
year, it is announced by Carl W. Fen- 
ninger, president of the association’s 
Trust Division, and vice-president of 
the Provident Trust Company of Phila- 
delphia. The first of these will be held 
in Seattle, Washington, on August 6, 7 
and 8. Local arrangements will be in 
charge of the Seattle Association of 
Trust Men and the Corporate Fidu- 
ciaries Association of Washington. The 
second conference will be held in 
St. Louis, Missouri, on November 6 and 
7. The Clearing House Association of 
St. Louis, and the Corporate Fiduciaries 
Association of St. Louis will act as 
hosts. 


Wells Fargo Anniversary 


Recently, as it entered its 90th year, 
Wells Fargo Bank and Union Trust 
Company of San Francisco celebrated 
by reopening to the public its histori- 
cal collection of the old West, in new 
quarters. Enlarged by several new ex- 
hibits, the collection will be on view 
during banking hours at the Wells Fargo 
office on Montgomery at Market Street. 
The name Wells Fargo is interwoven in 
the pattern of pioneer days, and so this 
collection of historic relics brings 
vividly to life many of the most stirring 
events in the conquest of the West. Most 
of the exhibits are drawn directly from 
the bank’s own past: an actual overland 
stagecoach; iron doors from the old 
office at Chinese Camp, marked with a 
bullet hole that dates from a battle be- 
tween the Wells Fargo agent in charge 
and a gang of outlaws; gold-scales from 
the Columbia office, whith weighed 
more than $50,000,000 in=gold. And, 
a rare daguerreotype of the first Wells 
Fargo office in San Francis¢o, taken in 
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1852. Below the Wells Fargo & Co. 
sign can be seen the words “Express” 
and “Banking House,” recalling the 
dual character which this institution 
preserved until after the turn of the 
century. 


Consumer Credit Increases 


Banks throughout the country in- 
creased the total outstanding amount of 
their consumer credit loans 10 per cent 
during the last quarter of 1940 as com- 
pared with the third quarter of the year, 
according to a survey conducted by the 
Consumer Credit Department of the 
American Bankers Association. 

The increase in the volume of these 
loans outstanding was attributed to a 
rising demand for consumer goods and 
instalment financing resulting from the 
general increase in business activity 
under the national defense program. 


Instalment paper purchased from 
automobile dealers for the financing of 
automobile sales showed an increase of 
17.4 per cent in the amount outstanding 
during the fourth quarter of the year as 
compared with the third quarter, while 
automobile loans extended directly to 
car purchasers increased 33.8 per cent. 

An increase of 19.4 per cent was 
recorded in the amount of instalment 
paper purchased from dealers for 
financing the purchase of merchandise 
other than automobiles, and an increase 
of 24.5 per cent was shown in the vol- 
ume of financing handled directly for 
consumers, 


A decrease of .6 per cent occurred 
during the last quarter of the year as 
compared with the third quarter in the 
total amount outstanding of FHA Title I 
loans, and an increase of 5.5 per cent 
was shown in the outstanding total of 
personal cash loans to salaried workers. 


Agricultural Honor Roll 


The banks of four new states have 
attained the honor roll of the Agricul- 
tural Commission of the American 
Bankers Association and twenty-four 
states that reached the honor roll in 
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previous years have maintained their 
high record of agricultural activities, it 
is announced by Dan H. Otis, director 
of the commission. 


The new states to receive the honor 
rating are Illinois, Mississippi, Mon- 
tana, and Pennsylvania. Their rating 
is based upon their having achieved a 
one thousand point goal by fulfilling 
the commission’s requirements of 
banker-farmer codperation. These re- 
quirements include bank participation 
in 4-H Club work, codperation with 
county agricultural agents, attendance 
at agricultural meetings, a minimum 
expenditure per bank in farm work, se- 
lection of key bankers for farm work 
in each county of the state, and a suc- 
cessful record of encouraging specific 
farming projects. 


An outstanding feature of the year’s 
accomplishments is the fact that for the 
tenth consecutive year, the state of 
North Dakota has attained the honor 
roll. Special honors will be accorded 
the state in September at the next an- 
nual convention of the American 
Bankers Association. North Dakota is 
the third state to achieve this ten year 
record. Georgia succeeded a year ago 
and now has eleven consecutive years 
to its credit. Oregon reached the ten 
year mark two years ago and now has 
twelve consecutive years of honor 
banker-farmer accomplishments. 


Mutual Savings Conference 


The financing of national defense 
measures will be the first subject of 
discussion at the 125th anniversary con- 
ference of mutual savings banks, held 
in the Bellevue-Stratford, Philadelphia, 
May 7, 8 and 9. President Myron F. 
Converse, of the National Association 
of Mutual Savings Banks, is expected to 
sum up the place of savings in the new 
economy now under way. Daniel W. 
Bell, Under Secretary of the Treasury, 
will present the Government viewpoint. 
William Trufant Foster, director of the 
Pollak Foundation for Economic Re- 
search, is to discuss the use of consumer 
credit under present conditions. 
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NATIONAL 


May 7-9—National Association of Mutual 
Savings Banks, Bellevue-Stratford Hotel, 
Philadelphia, Pa. 


May 11-15—National Association of Credit 
Men, Jung Hotel, New Orleans, La. 


May 22-24—National Safe Deposit Asso- 
ciation, Hotel Statler, Buffalo, N. Y. 


June 2-6—American Institute of Banking, 
St. Francis Hotel, San Francisco, Calif. 


September 8-11—Financial Advertisers As- 
sociation, Hotel Statler, Cleveland, Ohio. 


September 22-24—Robert Morris Associates, 
Chicago, Ill. 


September 26-29—Association of 
Women, Chicago, Il. 


September 28-October 2—American Bank- 
ers Association, Hotel Stevens, Chicago, 
Til. 


October 1-3—Mortgage Bankers Association 
of America, Hotel Roosevelt, New York 
City. 

October 8-11—National Association of Bank 


Auditors and Comptrollers, Palmer 
House, Chicago, III. 


Bank 


STATE AND REGIONAL 


May 8-10—Oklahoma Bankers Association, 
Skirvin Hotel, Oklahoma City, Okla. 


May 9-10—North Carolina Bankers Asso- 
ciation, Carolina Hotel, Pinehurst, N. C. 


May 12-14—Missouri Bankers Association, 
Elms Hotel, Excelsior, Mo. 


May 14-15—Arkansas Bankers Association, 
Arlington Hotel, Hot Springs, Ark. 


May 14-15—Indiana Bankers Association, 
Claypool Hotel, Indianapolis, Ind. 


May 15-16—Alabama Bankers Assocation, 
Mobile, Ala. 


May 15-16—Kansas Bankers Association, 
Kansas City, Kan. 


May 16-17—New Hampshire Bank Man- 
agement Conference, Tuck School, Dart- 
mouth College, Hanover, N. H. 


May 16-17—National Association of Bank 
Auditors and Comptrollers Mid-Continent 
Regional Conference, Cleveland, Ohio. 

May 19-21—Mississippi Bankers Associa- 
tion, Buena Vista Hotel, Biloxi, Miss. 

May 20-22—Texas Bankers 
Rice Hotel, Houston, Texas. 


May 21-23—California Bankers Association, 
Huntington Hotel, Pasadena, Calif. 


Association, 
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May 21-23—Pennsylvania Bankers Associa- 
tion, Hotel Traymore, Atlantic City, N. J. 

May 22-24—New Jersey Bankers Associa- 
tion, Ambassador Hotel, Atlantic City, 
N. J. 

May 22-24—Virginia Bankers Association, 
John Marshall Hotel, Richmond, Va. 


May 25-27—New York Bankers Association, 
Hotel Statler, Buffalo, N. Y. 


May 26-28—Illinois Bankers 
Palmer House, Chicago, IIl. 


Association, 


May 27-28—Maryland Bankers Association, 
Lord Baltimore Hotel, Baltimore, Md. 


May 27-28—Tennessee Bankers Association, 
Nashville, Tenn. 


June 2-3—South Carolina Bankers 
ciation, Myrtle Beach, S. C. 


Asso- 


June 4-5—Ohio Bankers. Association, Neth- 
erlands-Plaza Hotel, Cincinnati, Ohio. 


June 4-5—Wisconsin Bankers Association, 
Schroeder Hotel, Milwaukee, Wis. 


June 4-6—Colorado Bankers Association, 
Broadmoor Hotel, Colorado Springs, 
Colo. 


June 5-6—Washington Bankers Association, 
Olympic Hotel, Seattle, Wash. 


June 5-8—District of Columbia Bankers 
Association, The Homestead, Hot Springs, 
Va. 

June 8-10—Oregon Bankers Association, 
Gearhart Hotel, Gearhart, Ore. 


June 9-10—Wyoming Bankers Association, 
Plains Hotel, Cheyenne, Wyo. 


June 11-13—Minnesota Bankers Associa- 
tion, St. Paul Hotel, St. Paul, Minn. 


June 12-14—West Virginia Bankers Asso- 
ciation, Greenbrier Hotel, White Sulphur 
Springs, W. Va. 

June 13-14—Utah Bankers Association, 

Grand Canyon Hotel, Grand Canyon of 
the Colorado, Arizona. 

June 16-17—Idaho 
Sun Valley, Idaho. 

June 17-18—North Dakota Bankers Asso- 
ciation, Hotel Patterson, Bismarck, N. 
Dak. 

June 20-21—Montana Bankers Association, 
New Florence Hotel, Missoula, Mont. . 

June 26-27—South Dakota Bankers Asso- 
ciation, Hotel Franklin, Deadwood, S. 
Dak. 

June 26-28—Michigan Bankers Association, 
Grand Hotel, Mackinac Island, Mich. 
June 27-29—Maine Bankers Association, 

Poland Spring House, Poland, Me. 


Bankers Association, 
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